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ABSTRACT
EXAMINATION OF THE FOUR SELECTED
FOOD INDUSTRY SUB - SECTORS IN TURKEY
AND IN THE EUROPEAN COMMUNITY
DEMET ÇETİN 
M.B.A Thesis
Supervisor: Associate Prof. Dr. GÖKHAN ÇAPOGLU 
June 1994, ,205 pages
A Customs Union will be established between Turkey and the European 
Community in 1995. The establishment of this union has two essential realities in 
itself. Firstly, Turkey will be the first country to enter such a union without being a 
member of the Community. Secondly, Turkish companies will face intense 
competition from their European counterparts, providing quality standards, cost 
advantages and the ability to take advantage of the non - tariff barriers; rather 
than the pursuit of the increases and decreases in the customs duties and funds 
in order to get arbitrage opportunities from them, while ignoring the quality of the 
product most of the time.
The four selected food industry to be examined are sub - sectors are chocolate 
and confectionery, processed flour products, milk and dairy products and red meat 
industries. The reason for their being chosen as pilot sectors, is their involving the 
most intensely consumed products in Turkey and the European Community 
countries. Chocolate, confectionery and processed flour products constitute a total 
of the 44.3% of the food products of the top ten sub - sectors consumed in the 
Community: in a similar manner, milk, dairy products and red meat products are 
the mostly consumed food products in Turkey
Key Words : European Community ( EC ), Chocolate and Confectionery Industry, 
Processed Flour Products Industry, Milk and Dairy Products Industry, Red Meat 
Industry, Non - Tariff Trade Barriers, Overviews Of Industries ( profiles, main 
indicators, regulations)
ÖZET
SEÇİLMİŞ DÖRT TÜRK GIDA ENDÜSTRİSİ ALT - SEKTÖRÜNÜN
Tü r k i y e  v e  a v r u p a  t ö p l u l u ğ u n d a k İ
DURUMLARININ İNCELENMESİ
DEMET ÇETİN
Yüksek Lisans Tezi, İşletme Enstitüsü 
Tez Yöneticisi: Doç. Dr. GÖKHAN ÇAPOĞLU 
Haziran 1994, 205 sayfa
1995 yılında Türkiye ve Avrupa Topluluğu arasında bir Gümrük Birliği kurulacaktır. 
Kurulucak olan bu birlik iki önemli gerçeği de beraberinde getirmektedir. Birincisi, 
Türkiye, Topluluğa üye olmaksızın Gümrük Birliğine giden tek ülkedir. İkincisi, Türk 
fırmaları,ürüne önem vermeksizin sadece fon ve gümrük vegilerinin artıp azalmasindan 
yararlanmak anlamına gelen eski anlayışın yerine; tutarlı kalite, maliyet avantajları ve 
tarife dışı engellerden yararlanabilme gibi yeni rekabet kavramlarıyla karşılaşacaklardır.
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incelenmek üzere seçilmiş olan dört gıda alt endüstrisi, çukulata ve şekerleme, unlu 
mamüller, süt ve süt ürünleri ve kırmızı et ürünleri endüstrileridir. Bu endüstrilerin pilot 
sektörler olarak seçilmelerinin nedeni, bu dört sektördeki ürünlerin Türkiye ve Avrupa 
Topluluğun ' da en çok tüketilen gıda ürünleri olmasıdır. Çukulata ve şekerleme ürünleri 
Avrupa Topluluğunda en çok tüketilen gıda ürünlerini; süt, süt ürünleri ve kırmızı et 
ürünleri de Türkiye' de en çok tüketilen gıda ürünlerini oluşturmaktadır.
Anahtar K elim eler: Avrupa Topluluğu, Çukulata ve Şekerleme Sanayi, Unlu Mamüller 
Sanayi, Süt ve Süt Ürünleri Sanayi, Kirmizi Et Ürünleri Sanayi, Tarife Dişi Ticaret 
Engelleri, Endüstri Analizleri ( profiller, baslica göstergeler, düzenlemeler)
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CHAPTER I 
INTRODUCTION
I . I PURPOSE, SCOPE AND METHODOLOGY
Turkey will go through a Customs Union with the European Community in 1995, 
that will have impacts, in one way or another, on all of the Turkish industries. 
Since Customs Union means the abolishment of all the barriers in trade which 
prevents or delays the free movement of goods; the establishment of the Union 
will cause the disappearance of the factors other than product quality, cost 
advantages and marketing performances, to influence the flow of goods.
Food industry has always been one of the most protected industries throughout 
the history and barriers concerning food products have always been reduced 
gradually, but not all at once. This has been the case even during the 
establishment of customs unions between countries and it is valid for the 
European Community as well. Today, even after the maintenance of the Single 
Market, protectionist policies, like indirect government incentives and non - tariff 
barriers, are still applied for the food industry in the Member countries.
The aim of this thesis study is to determine the competitiveness of the four 
selected Turkish food industry sub - sectors after taking a brief look at the world 
and European food markets and a thorough analysis of the four selected sectors 
in Turkey and in the European Community and finally examining the main non - 
tariff barriers concerning the food industry.
Thus, in the second chapter of this study, the concept of Customs Union, the 
European competition policy, recent trends in the world food markets and an 
overview of the European Community food markets are stated.
In the third, fourth, fifth and sixth chapters, present situations, main indicators, 
profiles, current trade positions and the probable opportunities, and the regulations 
of the selected sub - sectors of the food industry are analyzed, in the sequence of 
; chocolate and confectionery industry, processed flour products industry, milk and 
dairy products industry and red meat products industry, in Turkey and in the 
European Community countries.
The · next chapter, deals with the non - tariff barriers of the food industry, that could 
be come across with, while making trade with the Community Members. Non - tariff 
barriers which amount to approximately two hundred are classified into five main 
groups and their scopes are constituted with examples. The attempts to abolish 
these non - tariff barriers and their consequences are also mentioned at the end 
of the chapter.
Chapter eight, which is the final chapter of the study, includes the evaluation of
the competitiveness of the selected four Turkish food sectors. The evaluation is
\  \
done on the basis of the answers to the key questions about four different 
issues, namely quality, cost, trade, and merger & acquisition. A general evaluation 
covering the entire Turkish food industry is followed by separate evaluations of 
each industry.
CHAPTER II
A ) WHAT IS MEANT BY CUSTOMS UNION AND EUROPEAN COMPETITION 
POLICY ?
1) Customs Union Concept:
Article 110 of the Treaty of Rome describes the part to be played by the 
Customs Union in relation with the rest of the world in a statement. It says :
' By establishing a customs union between themselves Member States aim to 
contribute, in the common interest, to the harmonious development of world trade, 
the progressive abolition of restrictions in international trade and the lowering of 
customs barriers.'
This solemn declaration, the product of a spirit of liberalism and desire for 
cooperation, is the foundation for Customs Union as it affects the Community ' s 
dealings with its world trading partners and finds support at a broader international 
level in a provision of the General Agreement of Tariffs and Trade (GATT).
a ) internally, duties and other restrictive regulations of commerce are eliminated 
with respect to substantially all the trade between the member states of the union 
( "  Agriculture And The GATT: Rewriting the Rules". Dale Hathaway, 1987 );
 ^ Nikolaus Vaulont, The Customs Union O f The European Community
b ) externally, substantially the same duties and other regulations of commerce are 
applied by each of the members of the union. ( "Agriculture And The GATT 
Rewriting the Rules", Dale Hathaway, 1987)
A free trade area differs from a customs union in two ways : the level of its 
member countries ’ external protection is not uniform, and internally the elimination 
of customs duties and other regulations of commerce applies only to goods which 
originate within the zone.
2 ) European Competition Policy:
Free competition between companies in providing goods and services whether in 
the public or private sector, guaranties a wider choice for consumers and helps 
keep prices down. It also provides a powerful stimulus to technological and 
economic progress , since competing companies are constantly forced to innovate. 
However, free competition is not incompatible with a degree of public control , for a 
number of reasons :
1. Left entirely to the free play of market forces , competition can degenerate. 
Companies may try to cheat by entering into risk-sharing agreements. Competition 
can destroy itself if economic concentration leads to the creation of monopolies. 
To counter these dangers, many countries have passed* laws enabling intervention 
where fair and effective competition is threatened.
( "  Protectionism Inside The European Community". Journal Of World Trade Law, 
Vol 18, No 4, 1984)
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2. The free play of market forces does not always respect key economic 
objectives, such as the rapid development of rapid technologies and the 
rationalization of struggling industries. It can also disrupt social policies, such as 
efforts to solve the social problems caused by rationalization and the reduction of 
regional imbalances. In these cases, public aid is often justified, at least for a 
limited period. ( "  Protectionism Inside The European Community", Journal Of World 
Trade Law, Vol 18, No 4, 1984 )
Alongside national policies, there is scope for a European competition policy. The 
creation of the European Community has opened up a vast market of 270 million 
consumers, where goods and services are supposed to circulate freely. New 
barriers must not be allowed to spring up to threaten the unity of this market. 
The objectives of European competition policy are :
1. To prevent companies from reestablishing barriers, abolished by the Treaty Of 
Rome, through less visible but equally effective means of market sharing 
agreements and export bans. Both consumers and traders benefit from this 
European competition policy : Consumers, because they can enjoy the lowest price 
available in any of the member countries; traders, because they have access to a 
market on a European scale. ( " Protectionism Inside The European Community". 
Journal Of World Trade Law, Vol 18, No 4, 1984)
2. To prevent excessive concentrations of economic power from damaging the 
interests of consumers, competitors or subsidiaries. Fair competition and free 
movement of goods are protected by preventing companies from abusing 
dominant market positions and preventing the concentration of economic decision­
making in too few hands, especially in the coal and steel sector.
( "  Protectionism Inside The European C o m m u n ity Journal Of World Trade Law, 
Vol 18, No 4, 1984)
3. To prevent national aids from giving unfair advantages or distorting competition 
in such a way that economic forces are disturbed and the very existence of the 
common market is threatened. ( "Protectionism Inside The European Community 
Journal Of World Trade Law, Vol 18, No 4, 1984 )
B ) WORLD FOOD MARKETS
1) Changing Anatomy Of The World Food Markets;
Two striking features have characterized international food markets since the 
1960s. The first is the growth in the share of industrial market economies in world 
food exports and the increasing dependence of developing and centrally - planned 
economies on food imports. This occurred in spite of the rapid growth in food 
production in the developing and centrally - planned economies. The second 
striking feature is the downward trend in real international food prices and the 
wider annual fluctuations around that trend. Both of these features of international 
food markets are in part due to the differing price and trade policies of three 
groups of countries.
2 ) Growth Of Food Exports From Industrial Countries:
The share of industrial market economies in world food exports has increased 
dramatically during the past two decades. In the early 1960s, it was barely 50%,
but by the 1980s it had reached 70%. During the same period, the share 
contributed by developing countries fell by one third; and that due to centrally - 
planned Eastern Europe ( including the former Soviet Union), by more than half.
( "  The Food Sector ", Stephan Fallows, 1990 )
Moreover, the increased export share of industrial countries is not the result of 
increased food trade among industrial countries. If it were, the industrial countries ' 
share of world food imports would also have risen, but in fact their share has 
fallen substantially, from more than 50 to less than 40% during the two decades 
to the mid - 1980s. The developing and centrally - planned economies, on the other 
hand, both increased their shares of world food imports. ( "The Food Sector ", 
Stephan Fallows, 1990)
Another fact is that, whereas the industrial market economies' share of world food 
exports was slightly less than its share of food imports in the 1960s, it was 
substantially more than its share of imports by the 1980s, and the opposite is 
true for the developing economies. That is to say, the industrial countries have 
switched from being less to being more than 100% self - sufficient in grains, 
livestock products and sugar while the developing countries have become net 
importers of this group of products. Much of this change in world food trade was 
concentrated in the 1970s. Between 1970-74 and 80 - 83, for example, the volume 
of food imports increased by only 10% for industrial market economies, whereas it 
increased by 105% for developing economies and 110% for centrally - planned 
Eastern Europe. What is more, these changes are not concentrated in any one 
commodity market: the same overall trends apply to each of the major grains, to 
beef, to dairy products and to sugar. ( " Global Effects Of Liberalizing Trade In 
Farm Products". Kym Anderson and Rodney Tyers, 1991 )
To understand the sources of these trends, it is necessary first to look at 
underlying changes in food production and consumption in each of these country 
groups. The explanation does not lie in slow growth in production in developing 
and centrally - planned economies. In fact food production has grown substantially 
more in those economies than industrial market economies, rather, the explanation 
lies in the fact that growth in consumption in the former country groups is 
outstripping growth in production, whereas the opposite is true in industrial 
countries. Even per capita growth in food consumption has been faster in 
developing countries than in industrial countries. This is especially so since the 
early 1970s. Between 1970 - 74 and 80 - 83, per capita consumption of these 
foods increased 20% for developing countries, but rose only %5 for industrial 
countries and 9% for centrally - planned Eastern Europe. Again, this development is 
occurring for virtually all of the grains, livestock products and sugar. The only 
significant exception is for wheat in developing economies, where the massive 
expansion of production out - paced the growth in consumption. ( "Global Effects 
Of Liberalizing Trade In Farm Products". Kym Anderson and Rodney Tyers, 1991 )
Within the industrial country group, it is useful to consider three sub - groups : the 
traditional food exporters of Australia, Canada, New Zealand and the United States; 
the more densely populated countries of Western; Europe and the very densely 
populated Japan. Food production has grown much more rapidly in the latter two 
sub-groups since the early 1960s. Food and feed consumption has also grown 
more rapidly in Western Europe and Japan. The gap between the rates of growth 
of food production and food consumption is larger for Western Europe than for 
the traditional food exporters. North America and Australasia.
( " Global Effects Of Liberalizing Trade In Farm Products ", Kym Anderson and 
Rodney Tyers, 1991 )
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North America's and Australasia's gross exports account for 40% and exports 
30% of world exports of these foods, but those shares have grown little during 
the last two decades. Japan's share of world food imports grew considerably so 
that her share is now one eighth. Western Europe, however, has shown a dramatic 
turnaround, from accounting for 25% of world food imports in the early 1960s to 
now contributing almost 5% of world exports ( net of its imports). Overall, food self 
-sufficiency in the European Community changed from 90% in 1960-64 to 107% 
in 1983 - 86. ( " Global Effects Of Liberalizing Trade In Farm Products ", Kym 
Anderson and Rodney Tyers, 1991 )
3 ) Reasons For Recent Trends :
It is not surprising that food consumption is growing less rapidly in the higher 
income countries. One would expect growth in food consumption to be lower there 
for at least three reasons : slower population grov\4h, slower income growth and a 
lower income elasticity of demand for food. Since the early 1960s, population 
growth in industrial countries has been only one third as fast and, the real per 
capita income growth has been only two thirds as fast, as in developing countries. 
Moreover, because consumers tend to spend a less - than - proportionate and a 
declining share of income on food as their incomes rise ( in the economist ' s 
jargon, the income elasticity of demand for food is less than unity and declines 
as incomes increase), food consumption would grow slower in industrial countries 
even if their population and per capita rates of income growth were the same as 
for developing countries. This is especially true of the high - protein storable foods, 
for developing - country consumers substitute them for low - protein non - tradable 
starchy foods ( such as root - crops ) as their incomes rise and urbanization
increases. ( " Global Effects Of Liberalizing Trade In Farm Products ", Kym 
Anderson and Rodney Tyers, 1991 )
With respect to production, the adoption in developing countries of imported and / 
or newly - developed technologies is largely responsible for the fast growth in their 
food production. ( "  Global Effects Of Liberalizing Trade In Farm Products ", Kym 
Anderson and Rodney Tyers, 1991 )
But with the industrial - country group, why did food production grow so rapidly in 
Western Europe and Japan ? Being much more densely populated than 
Australasia and North America, they have less comparative advantage in food 
production; and one might expect their more rapid industrialization to have been 
accompanied by a less - rapid growth in agricultural production. Indeed, Western 
Europe and Japan have not been able to expand their arable land area. But, like 
the developing countries, they have been able to improve their grain yields per 
hectare and their livestock output at faster rates than Australasia and North 
America. ( "  Global Effects Of Liberalizing Trade In Farm Products", Kym Anderson 
and'Rodney Tyers, 1991 )
Much of the explanation for those differing production trends has to do with the 
more rapid growth in farmers' prices in Western Europe and Japan as compared 
with North America, Australasia and most developing countries. ( "Global Effects Of 
Liberalizing Trade In Farm Products". Kym Anderson and Rodney Tyers, 1991 )
A primary reason for the relatively rapid growth in farm output in Western 
Europe and Japan ( and the Republic of Korea and Taiwan ), as compared with 
North America and Australasia, is the relative improvement in the incentives facing
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West European and East Asian farmers. This has boosted production both directly 
- since the farmers will produce more, the higher their output price - and indirectly 
in the sense that at higher ( and more stable ) producer prices there is a higher 
expected return from investing in generating and adopting new technologies or 
adapting existing technologies from abroad. ( " Global Effects Of Liberalizing Trade 
In Farm Products". Kym Anderson and Rodney Tyers, 1991 )
Relative to industrial product prices, agricultural prices in the two decades to the 
m id- 1980s declined by 30% in international markets. They also declined by 30% 
in Australasia and North America, reflecting the fact that domestic prices in these 
traditional food - exporting countries followed closely the changes in export prices. 
In Western Europe and East Asia, however, domestic agricultural prices relative to 
industrial prices hardly changed over this period of declining international terms of 
trade for agriculture. Compared with Australasia and North America, the domestic 
terms of trade for agriculture in Western Europe and East Asia improved by more 
than a third. It is this dramatic difference of trends in incentives facing producers 
that is, for the large part, responsible for the faster growth in food production and 
net export surpluses in Western Europe and Japan. ( " Global Effects Of 
Liberalizing Trade In Farm Products". Kym Anderson and Rodney Tyers, 1991 )
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C ) AN OVERVIEW OF THE EUROPEAN COMMUNITY FOODSTUFFS INDUSTRY
I ) INDUSTRY PROFILE :
1) Main Indicators :
Apparent consumption of the food products increased in the EC between 1982 - 
1991. Production followed the same trend of consumption, at a slightly higher rate. 
The trade balance was positive and increased overall during the period, although 
it was affected by variable export growth after 1985. Employment decreased until 
1986, then began a slow recovery: however, employment figures in 1991 were 
lower than in 1982. ( "  Panaroma Of EC Industry ". Commission Of The European 
Communities", 1993 )
The· meat sector has the highest value of production of the various sectors and 
is the only sector to experience higher employment .in 1991 than in 1982. 
Employment in the grain milling, dairy and tobacco sectors, on the other hand, 
decreased overall during that period as a result of the substitution of the capital - 
intensive for labor - intensive production techniques. In the other food sectors, 
employment decreased through the mid - 8 0 's, then began a slow recovery. This 
recovery can be ascribed both to the slowing down of the process of substitution 
of labor with capital, and to a new expansion phase of activity with increased 
labor input needs. ( "  Panaroma Of EC Industry " . Commission Of The European 
Communities", 1993 )
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Extra - EC exports in value grew substantially more than extra - EC imports, 
resulting in a 84% in the trade balance over the ten year period. Meat processing 
and processed vegetable and fruit products show the only negative values in the 
trade balance. ( " Panaroma Of EC Industry " . Commission Of The European 
Communities ", 1993 )
In most sectors, production in current terms increased. The exceptions included 
oils and fats, sugars and confectionery which had variable growth and the alcohol 
and spirits industry which had an overall decline. In each sector, consumption 
followed the trend of production for the most part.
Value added for 1991 correlated with the concentration· of the food industry in 
each country. The German industry had the highest value added, followed by the 
UK and France. In these countries, the food industry has reached a high level of 
concentration by pursuing conglomerate strategies. American and European 
multinationals operate in various markets and different sectors in these three 
Member States. The Spanish and Italian industry are characterized by the 
presence of a significant number of small companies, but these markets have 
been the object of intense Merger & Acquisition ( M&A ) activity on the part of both 
national and foreign companies, which has contributed to an increase in the 
concentration levels in these markets and to general restructuring of the industrial 
system. Benelux countries have rather low value added because their national 
markets have proven insufficient for the establishment .of a significant industry. 
Greece is characterized by a significantly low value added as well, due to a an 
immature and slowly developing industrial system. ( "Panaroma Of EC Industry 
Commission Of The European Communities", 1993)
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2 ) Recent Trends :
After 1986, there was a slight acceleration in consumption compared to production, 
and a corresponding decline in exports. In the second half of the decade, imports 
also slowed down. ( "  Panaroma Of EC Industry " . Commission Of The European 
Communities ", 1993)
Production grew slowly compared to manufacturing. Employment also grew more 
slowly than in manufacturing until 1991, when employment in manufacturing 
dropped, while employment in food, drink and tobacco industry its slow but steady 
growth. { " Panaroma Of EC Industry ", Commission Of The European Communities 
", 1993)
3 ) Foreign Trade ;
In the second half of the 1980's, growth of both extra - EC imports and exports 
in volume declined substantially. The export to import ratio increased slightly, due 
to a slower increase in imports than exports. ( " Panaroma Of EC Industry " . 
Commission Of The European Communities", 1993)
The volume of intra - EC trade increased steadily throughout the 1980's and in 
1991 was twice as high as extra - EC exports. During the period, from 1986 to 
1991, the proportion of exports in value destined for the USA, EFTA and OPEC 
countries decreased. In the case of the OPEC countries the fall occurred in 
1991 and was caused by the Gulf War. The decrease in the importance of the 
USA as a destination for exports can be linked to protectionist measures taken
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by the USA and EC countries. Imports from Brazil have also diminished, while 
those from the rest of the world are increasing. ( "Panaroma Of EC Industry " . 
Commission Of The European Communities", 1993)
Extra - EC exports are not significant compared to production and decreased as a 
percentage of production from approximately 7% in 1986 to around 6% percent in 
1991. Intra - EC exports are more significant and are a increasing proportion of 
the production (13.6% in 1991 ), due to the implementation of the Single Market. 
The ratio of extra - EC imports to apparent consumption has decreased more than 
exports to production. ( " Panaroma Of EC Industry. Commission Of The European 
Communities", 1993)
) MARKET FORCES :
1 ) Demand :
Demand for both fresh and processed food products in Europe grew at a rather 
modest rate despite nearly 0% growth in population and a decrease in the share 
of total expenditure for food consumption in most countries. Demand for industrial 
- made food products is much more dynamic than demand for fresh and artisanal 
products because of a substitution movement favoring high - service content, easy - 
to - prepare products which will keep longer than fresh ones.
( " Panaroma Of EC Industry ". Commission Of The European Communities ", 1993
)
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In addition, the raise of retail chains favors the consumption of industrial products 
compared to fresh ones due to a number of factors :
• The general decrease in the number of shopping ‘trips the consumer makes 
per week ( "  Marketing Management", Philip Kotler, 1991);
• The logistic optimization of supplies on the part of the retailers chains with
respect to the industry ( "  Marketing M a nag em e n tPhilip Kotler, 1991);
• The greater control exerted on the prices of the industrial products compared to
fresh products, which are periodically subject to over- or underproduction crises 
which obstruct price controls ( "  Marketing M a nag em e n tPhilip Kotler, 1991).
2 ) Supply And Competition :
Extra - EC trade of processed food products is low since large - size companies 
find it convenient and cheap to establish and buy production capacity in the main 
markets. Internationalization strategies by means of foreign investments toward the 
main markets have been preferred to exporting because of transportation costs 
and the ability to exercise direct control upon the principal final markets. ( " 
Panaroma Of EC Industry" . Commission Of The European Communities", 1993)
Legal obstacles concerning labeling, food content and with regard to meat, the 
restraints on breeding techniques also hinder exports in the food sector.
( "  Panaroma Of EC Industry ". Commission Of The European Communities ", 1993
)
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The abolition of some factors which limit trade has contributed to the growth of 
foreign trade in the EC market. Food companies have shown steady profitability 
indicators, despite the problems. Such stable profitability, particularly in the early 
1990s was unusual compared to the difficulties experienced by manufacturing 
industry. ( " Panaroma Of EC Industry " , Commission Of The European 
Communities", 1993)
3 ) Production Process :
Since 1982, the food industry has been characterized by a technological 
substitution process in favor of increased capital intensity. The decrease in 
employment which lasted until 1986 can be ascribed to this factor. ( "Panaroma 
Of EC Industry" . Commission Of The European Communities", 1993)
Product innovations have also been · numerous; while some were designed 
specifically to fulfill consumers' individual preferences, others had the objective of 
increasing the quality to price ratio of offered products. ( "Panaroma Of EC 
Industry " . Commission Of The European Communities ", 1993 )
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Ill ) INDUSTRY STRUCTURE :
1 ) Companies :
The number of companies operating in the European food sector is rather large.
However, the percentage of turnover in value, of the ten first companies
accounted for around 18% of the total market in 1989. ( "Panaroma Of EC 
Industry ". Commission Of The European Communities ", 1993 )
All of the larger - size companies are multinationals, mostly American or from other 
non - EC countries, which operate as conglomerates, thus favoring business areas 
such as food pharmaceuticals and chemical sectors. ( "Panaroma Of EC Industry "
, Commission Of The European Communities ", 1993 )
The largest European food company by sectoral turnover is Nestlé ( CH ), followed
by Unilever ( Anglo - Dutch ). Unilever is the largest company in the sector in the
EC and turnover in 1989 was only 58% of the Nestlé's turnover. Among the first 
ten companies in the EC there are seven UK companies ( including Unilever ), two 
French and one Italian. UK companies account for more than 70% of the turnover 
of the first ten EC countries. ( " The Food Sector ". Stephan Fallows, 1990 )
Only three European companies are positioned among the top ten food, drink and 
tobacco companies in the world : Nestlé, Unilever and Grand Metropolitan; the 
others are all American. ( " The Food Sector ". Stephan Fallows, 1990 )
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US companies have the advantage of having first operated in the large US 
market; the size and the political structure of the country favored the first multi - 
plant strategies by US companies and, therefore, the first multi - market and multi - 
product strategies. ( "  The Food Sector ", Stephan Fallows, 1990 )
By contrast, the internationalization and the competitive positioning of European 
competitors are more recent. For this reason, American companies have strong 
position in Europe, while the same can not be said for European companies in 
the large American market. ( "  The Food Sector ". Stephan Fallows, 1990)
2 ) S trategies:
M&A activities in the food and drink market have been more important than many 
other sectors. The largest companies reinforced their positions with respect to 
medium - size firms by acquiring these firms and by some important mergers 
among the major companies. ( "  The Food Sector ". Stephan Fallows, 1990)
The 1980s saw a recomposition in the relative size of the competitors due to the 
acquisition process. This strategy has been pursued by almost all major 
companies in the world, and has three objectives :
1 ) To implement a market - product diversification in order to exploit economies of 
scope ( "  Competitive Adventaae ", Micheál E. Porter, 1985 ) ;
2 ) To improve or maintain a relative market position compared to those of the 
main competitors ( "  Competitive Adventaae ", Micheál E. Porter, 1985 ) ;
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3 ) To inhibit increases in the production capacity so as not to induce 
overproduction crises ( "  Competitive Adventaae ", Micheál E. Porter, 1985 ) .
Since 1989, the level and intensity of M&A activity have trapped of somewhat. 
One of the major strategies pursued by the largest companies is rationalizing 
promotional investments for brand strategies ( " The Food Sector ", Stephan 
Fallows, 1990).
The acquisition process has been preferred as a strategy of market - penetration 
because the low import - export activity, as well as different regional preferences 
and the need for promotional investment for the new brands, make introduction of 
a new product different and costly. In addition, the expectation of stability of 
demand makes investment in industrial capacity unsuitable ( " The Food Sector ", 
Stephan Fallows, 1990 ) .
Another aspect which influences the strategies of the food industry is the 
increasing power of the commercial outlets and the competitive pressure of the 
large companies. Small and medium - size firms have the most competitive 
disadvantages because they find themselves squeezed between the two, with a 
few options including :
- Positioning themselves in a high quality segment or niche position 
( "  Competitive Adventaae ". Micheál E. Porter, 1985 );
- Becoming the unbranded suppliers of the distribution chains.
( "  Competitive Adventane Micheál E. Porter, 1985 )
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Cultivation of crops as well as breeding, slaughtering and dairy production have a 
negative impact on the environment, especially water, by discharging pollutants. The 
further processing of food, as distinguished from agricultural activities, is not a 
major environmental hazard. Pollution from processing is directly linked to the 
degree of energy involved for the necessary heat · in the single production 
processes.
The impact on environmental issues is particularly evident with regard to the 
product itself. The developments in distribution ( self - service ) and demography ( 
single households) have had a significant impact on packaging.
Some countries have introduced special taxes, such as that on plastic bags on 
Italy or on PVC bottles in Germany. Such measures, however, reintroduce the 
distortions in competition which the EC is working to harmonize. In some cases, 
there is a trade of between environmental needs and harmonization in food 
legislation, product and packaging standards. { " Protectionism Inside The European 
Community", Journal Of World Trade Law, Vol 18, No 4, 1984 )
IV ) ENVIRONMENT
On the other hand, the biodegradability of the materials used in packaging 
processed food might bring a new opportunity but the higher costs of these 
materials could damage the competitive position of the companies adopting them. 
For these reasons, the problem of environmental impact must be considered in 
the more general context of the harmonization of laws.
( "  Protectionism Inside The European Community". Journal Of World Trade Law, 
Vol 18, No 4, 1984)
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EC legislation has certain goals including :
- The abolition of technical and fiscal obstacles to the free movement of goods;
- The protection of the public health and of the final consumer;
- The homogeneity of information;
- Economic and technological objectives.
( "  Protectionism Inside The European C o m m u n ityJournal Of World Trade Law, 
Vol 18. No 4, 1984)
There is legislation concerning general aspects such as labeling, the use of 
additives, the characteristics of the production process as well as legislation 
referring to specific sectors as in the case of legislation on beer, pasta 
( "  Protectionism Inside The European C o m m u n ity Journal Of World Trade Law, 
Vol 18, No 4, 1884).
The recent change in policy on the part of Common Agricultural Policy ( CAP ) 
must be taken into consideration, since it will influence the supply strategies of 
the processing industry through changes in availability, quality and prices of the 
agricultural materials used. ( " Protectionism Inside The European Community", 
Journal Of World Trade Law, Vol 18, No 4, 1984)
V ) REGULATIONS :
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EC growth is expected to be higher in the m id- 1990s than the late 1980s and 
the early 1990s, both for production and for domestic market, due to increases in 
income and in consumption propensity for industrial products, especially high - 
service content products. This kind of propensity is higher in Northern European 
countries, with more established traditions. However, it is also growing in rapidly 
developing countries such as Spain and Greece.
The UK is the exception. Recession has significantly conditioned the sectoral 
demand expectations and, consequently, production planning. In this case, 
beverages is the only segment which faces a positive growth expectation.
Population growth will also affect demand, mainly due to immigration rather than 
increased birth rates. In addition to the immigration flow from Africa, the influx of 
immigrants from Eastern Europe is expected to reach significant proportions.
Producers face the risk of excessive pressure on prices from the big distribution 
chains, as well as from possible surpluses.
However, the steady increase in demand for processed products, combined with 
the possibility of expansion in Eastern European markets provide continuing 
opportunities for companies. In addition, the industry is not affected by cyclic 
economic swings as the manufacturing, industry, offering a measure of protection 
to producers.
V I) OUTLOOK :
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CHAPTER III
CHOCOLATE AND CONFECTIONERY INDUSTRY
The industry can be divided into two subsectors;
a ) Cocoa and chocolate confectionery : chocolate bars, pralines and boxed 
assortments ;
b ) Sugar confectionery : chewing gum, pastilles, jellies, boiled sweets, toffees and 
nougat.
( "  Elements Of Food Technology". Norman Desrosier, 1977 )
III . I CHOCOLATE AND CONFECTIONERY INDUSTRY IN TURKEY 
A ) MAIN INDICATORS
1) Technical And Economical Structures Of Companies:
Companies operating in the chocolate and confectionery industry can be classified 
into two :
a ) Local companies ;
b ) National companies, giving service to locations outside their own regions as 
well.
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Local Companies:
Generally, these are small companies, the owners of which are merchants of a 
specific region. These family-business firms operate on a small scale and have 
weak economic structure which cause them to change owners frequently.
( "  Türkiye ' de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993 )
National Companies:
These companies can be termed as factories and add up to approximately forty 
which operate mainly in Istanbul, Kayseri, Konya, Denizli and Eskişehir. Since these 
firms, except two or three of them, operate seasonally and mostly for special 
occasions like religious feasts. New Years; regular information can not be obtained 
about these firms. ( " Turkive ' de Tarim Sektöründe Kurumsal Yapi", Kürsat Önen, 
1993)
2 ) Capacity And Its Utilization :
Although the present capacities seem adequate, renewal is required due to 
technical inadequacies, önly 40% of the present capacity is utilized because of 
the insufficient demand of the domestic market and the inability to be organized 
for exporting.
( "  Turkive ' de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993 )
What is more, the habit of buying confectionery as gifts is diminishing in Turkey. 
This fact brings the following picture : Consumption of confectionery per capita is
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1.6kg in Turkey while it is 5 - 6kg in EC countries. ( "Gida Sanavi Çalışma Grubu 
Raporu". 1992 )
3 ) Production, Domestic Demand And Opportunities To Export:
Domestic demand is continuously decreasing because of economic reasons.
( "  Gida Sanayi Çalisma Grubu Raporu", 1992 )
Foreign demand for Turkish confectionery is also very low because of not being 
able’ to adapt to world markets and its standards. ( "Gida Sanavi Çalisma Grubu 
Raporu". 1992)
Chewing gums, which is one of the product groups of the industry, could find a 
market of 30 million dollars abroad, in the last two years. Annual exports of 30 
million dollars was equivalent to 20% of the domestic consumption of the same 
product group. ( "  Gida Sanayi Çalisma Grubu Raporu", 1992 )
4 ) Probabiiity Of An Increase In Exports :
Because of the facts that; the main inputs used in the industry are produced by 
State Economic Enterprises, are sold at prices remarkably higher than world 
market prices, energy costs are extremely high and the indirect taxes are 
increased continuously; there seems little opportunity to increase the exports since 
the high prices of our confectionery products reduce our chances of attaining 
market share abroad. ( "  Turk Gida Sanayiinin AT Karsisinda Rekabet Imkanlari", 
Ozel İhtisas Komisyonu, 1988 )
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5 ) The Development Potential Of The Industry Towards The Year 2000 :
Although there exists the willingness in the industry to prepare for the year 2000; 
inadequacy of the resources and the extremely high prices of the inputs retard 
the desired pace of this preparation.
6 ) Probability O f Merger And Acquisition Activities In Turkey A fter The 
Establishment Of The Customs Union :
Among EC countries, acquisition activity has been focusing more on the sugar 
sector, that is to say, chocolate and confectionery companies have acquired mostly 
sugar producing companies. This kind of downward vertical integrations by the EC 
companies could also occur in Turkey after the Customs Union.
The top European companies operating in the sector are :
In sugar confectionery sector:
- Cadbury ( UK ),
- Wrigley ( UK ),
- Nestlé ( CH ),
- Ferrero ( Italy ).
In chocolate confectionery sector . 
- Nestlé ( CH ),
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- Ferrero ( Italy ),
- Cadburry ( U K).
( "  Panorama Of EC In d u s tr y Commission Of The European Comunities, 1993 )
B ) PROBLEMS
1) Resource Problems :
Most of the domestic inputs are produced by the State Economic Enterprises. The 
prices of the SEE inputs are much higher than the world market prices. Domestic 
prices that even double the world market prices could be observed and quality 
fluctuations of the inputs constitute another major problem. For instance, crystal 
sugar which is one of the major raw materials of the chocolate and confectionery 
industry and which is produced by a SEE can not even be compared with 
imported sugar with regard to price and quality. ( "Gida Sanavi Çalışma Grubu 
Raporu "■ 1992)
In Turkey, crystal sugar is not produced according to the standards, is not refined 
properly and contains unacceptable levels of moisture and undesired particles. ( "  
Gida Sanayi Çalışma Grubu Raporu", 1992 )
While the world market prices for crystal sugar are about 320 dollars per ton; 
domestically produced crystal sugar costs 600 dollars per ton. ( "Turkive ' de Tarim 
Sektöründe Kurumsal Yapi". Kürsat Önen, 1993 )
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When we take look at the imported raw materials, because of the high customs 
and fund requirements and as a result of the political decisions aiming to protect 
national resources; import prices have doubled. The prices of milk powder and 
lemon - salt constitute very good examples to prove the above fact. The purpose 
of very high customs and fund requirements of cocoa seeds, cocoa oil, aromatic 
substances and some packaging material which are impossible to produce in 
Turkey, is not in any sense understandable. Since the domestic production of 
these tropical inputs is beyond consideration; dropping the present customs 
applications would increase our chances of competition in the foreign markets. ( "  
Gida Sanayi Qalisma Grubu Raporu ", 1992 )
2 ) Problems Related With The Technological Structures Of The Companies:
Except a few large companies, old technology is dominant in the industry. The 
larger companies have no deficiencies in technological and production aspects 
when compared with developed countries. The firms using old technology, on the 
other hand, do not possess the capital power to renew their equipment nor they 
have the wish to take risks of obtaining credits. ( "Gida Sanavi Qalisma Grubu 
Raporu". 1992)
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3 ) Labor And Staff Problems :
Very few companies work with unionized labor, thus the employment of 
ununionized labor on a very large scale by the rest of the firms causes unfair 
competition to the disadvantage of the companies operating with unionized labor, 
since unionized workforces get higher wages as a result of the organized activities 
of the unions. ( " Gida Sanavi Çalışma Grubu Raporu ", 1992 )
4 ) Financial Problems :
Most of the firms in the industry are family owned businesses with weak financial 
positions. The number of the firms which can manage without leverage is very low 
and since the interest rates are too high, using credits can lead to trouble. ( 'Gida 
Sanayi Çalışma Grubu Raporu ", 1992 )
5 ) Legislation And Auditing Problems :
There is the lack of proper and efficiently applied legislation and audit considering 
this industry. The presently used legislation were prepared back in 1933 and the 
Additives Legislation which is crucial for food products leads to many discussions.
( " Gida Sanayi Çalisma Grubu Raporu ", 1992 )
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The old East Block countries, for whom a great deal of effort was consumed to 
obtain the markets, are not able to transfer the export equivalents, that is the 
money, to Turkey in the time limits that Turkish laws require because of the old 
financial systems of these countries. These time limits are seen as the causes of 
prevention of Turkish market share increases in these countries. The point is that; 
the deadlines given to transfer the export equivalents could be extended until 
these countries manage to renew their financial systems. ( "Gida Sanavi Qalisma 
Gruhu Raporu ", 1992 )
6 ) Export Problems :
III . II CHOCOLATE AND CONFECTIONERY INDUSTRY IN THE EC
This sector is one of the most highly concentrated in the food and drink industry, 
although some Member States still have a fragmented industry structure. All major 
European and North - American food multinationals operate in the competitive 
arena. Although production and consumption are increasing, changes in consumer 
demand due to health concerns affect the industry significantly. Aging population 
has also affected consumer demand. Market trends show a steady growth in most 
industrialized countries and generally provide above average margins. ( "Panaroma 
Of EC Industry". Commission Of The European Community, 1993)
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A ) INDUSTRY PROFILE
1) Recent Trends :
Production and apparent consumption trends, in real terms, seem to be highly 
influenced by the evolution of the economic cycle. Only since 1988, in fact, has 
this industry had significant growth rates, along with the strong, expansive 
economic cycle in almost all EC countries. Employment in this sector, which in the 
1980s had been significantly reduced, has also increased in recent years, although 
it has not reached the levels of 1980s. { ' 'Panaroma Of EC Industry". Commission 
Of The European Community, 1993)
2 ) Foreign Trade :
Extra - EC trade is still modest compared to intra - EC trade. Less than 8% of EC 
production is exported to non - EC markets and imports account for less than 4% 
of the EC market. After a significant fall both in nominal terms and in volume, 
extra - EC exports recovered remarkably by the beginning of the 1990s.
( "  Panaroma Of EC Industry". Commission Of The European Community, 1993 )
Compared to 1986, extra - EC exports in 1991 are destined for increasingly 
diverse markets. In 1986, the four primary markets for EC exports ( EFTA, USA, 
OPEC and Canada ) accounted for more than 70% of total extra - EC exports, 
while in 1991 the percentage fell below 60%. Imports, on the other hand, are 
increasingly coming from EFTA countries. Extra - EC imports, although steadily
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increasing, account for a small and decreasing share of EC consumption. ( " 
Panaroma Of EC In d u s tr y Commission Of The European Community, 1993)
B ) MARKET FORCES
1) Demand:
Sharp price fluctuations in cocoa and other key raw materials deeply affected the 
sugar and confectionery market. Falling cocoa prices had a significant effect on 
new product development, as well. The growth in consumption has been the result 
of lowering unit prices for chocolate confectionery. ( "Panaroma Of EC Industry", 
Commission Of The European Community, 1993)
Another factor which has influenced the market is the European consumer's 
increasing interest in products at the health end of the market. The emergence of 
niche markets based on sugar - free / low - fat products mirrors this general health 
trend; at the same time, there has been a contrasting trend towards premium 
products, which offer the consumer occasional " self - indulgence ".
( "  Panaroma Of EC Industry". Commission Of The European Community, 1993 )
Looking at a broad breakdown of the confectionery market, chocolate products are 
dominant in the key markets of France, Germany and the UK. ( "Panaroma Of EC 
Industry". Commission Of The European Community, 1993)
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Under financial pressure, brought about by a fall in cocoa prices and faced with 
the growing power of multinational confectioners, the cocoa processing industry is 
consolidating itself. ( "  Pan aroma Of EC Industry", Commission Of The European 
Community, 1993)
Industry globalization and concentration continue to be dominating trend in the 
market. The European market is now concentrated around a handful of major 
multinationals. ( " Panaroma Of EC Industry ", Commission Of The European 
Community, 1993)
3 ) Production Process :
The European chocolate industry consumes the largest amount of cocoa in the 
world. However, this industry is also influenced by national regulations regarding 
the use of vegetable fat, despite the fact that in 1987, the EC voted on the 
definition of chocolate, which aimed at liberalizing trade in those countries where 
the use of vegetable fat was banned. Industry productivity as a whole saw, during 
the 1980s, the highest increase among all food and drink industries in Europe. ( "  
Panaroma Of EC Industry". Commission Of The European Community, 1993)
2 ) Supply And Competition :
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C ) INDUSTRY STRUCTURE
1 ) Companies :
In the sugar confectionery sector Philip Morris ( US ), Cadbury ( UK ), Wrigley ( UK ), 
Nestlé ( Swiss ), Mars and Ferrero ( Italy ) hold together a 30% to 35% share of 
the European market. ( " Panaroma Of EC Industry Commission Of The European 
Community, 1993 )
In chocolate confectionery sector Nestlé, Mars, Philip Morris, Ferrero and Cadbury 
combined have a 60% to 65% share. ( "Panaroma Of EC Industry ", Commission 
Of The European Community, 1993)
2 ) Strategies :
All the strategies adopted in 1980s were aimed at increasing the degree of 
concentration and globalization. In the confectionery sector, acquisition activity 
appears to be focusing more on the sugar sector, for instance, with the Cadbury's 
acquisition of Callard & Bowser in the UK. In mid - 1990, Philip Morris bought most 
of Jacob Suchard's operation and RJR Nabisco sold its candy brands to Nestlé. (
" The Food Sector". Stephan Fallows, 1990 )
Market strategies center on the attempt at a further segmentation of the market 
by targeting products specifically to adults and children. Effort is being made to 
seize the opportunities driving from the " health " and " indulgence " ends of the 
market. ( " The Food Sector". Stephan Fallows, 1990 )
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Production is concentrated in Germany, the UK and France, although Italy and 
Spain are experiencing steadily increasing production. Germany, France and the UK 
account for about 70% of the value added produced by the EC industry. The 
remaining 30% is equally distributed among the other major countries.
( "  Panaroma Of EC Industry". Commission Of The European Community, 1993 )
In 1991, with a 30% increase in produced volumes, Germany became the primary 
producing EC country, outperforming the UK. ( " Panaroma Of EC Industn/'. 
Commission Of The European Community, 1993)
D ) REGIONAL DISTRIBUTION
E ) REGULATIONS
The· primary regulations concern the use of vegetable fat, whose use is limited if 
not banned, in some countries. EC regulations designed to. normalize standards will 
have great effect on the industry by opening up those markets to other 
producers. ( " Protectionism Inside The European Community". Journal Of World 
Trade Law, Vol 18, No 4, 1984 )
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The growth in the number of adults and the decline in the child population have 
led to the need to lessen the emphasis on impulse products and to develop 
more adult - oriented ones. Smaller growth in the market is expected, particularly in 
those countries with an already high per capita consumption level. " Health " and 
" indulgence " ends of the market are the areas with the most room for 
expansion.
F ) OUTLOOK
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CHAPTER IV
PROCESSED FLOUR PRODUCTS INDUSTRY
IV . I PROCESSED FLOUR PRODUCTS INDUSTRY IN TURKEY
Overview Of The Sector In Turkey:
Wheat, which is the major raw material of one of the most important nutrition 
items of the Turkish population, the bread, is almost grown everywhere In Turkey. ( 
" Turkive ' de Tarim Sektöründe Kurumsal Y a p iKürsat Önen, 1993)
Wheat grown in Turkey, has increased sharply during the last ten years and has 
reached 16,000,000 tons / year. This rapid increase is due to the supporting for 
fertilizer utilization and the researches on new wheat seeds. However, while the 
amount of the wheat grown has Increased, the quality has declined. ( 'Turkive ' de 
Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993)
The expected remedy could not be achieved in the last four years, since droughts 
have been effective especially in the Inner Anatolia region. In the absence of 
such negative conditions, the amount of wheat grown is expected to reach 18-20 
million tons / year. ( " Turkive ' de Tarim Sektöründe Kurumsal Yapi'. Kürsat Önen, 
1993)
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Marmara, Agien, Inner Anatolia and Mediterranean regions have been the main 
regions of wheat growing. Increases have been observed in these regions with 
respect to the wheat grown in unit area, since seed renewal activities have 
succeeded. ( "  Turkive ' de Tarim Sektöründe Kurumsal Y a p i Kürsat Önen, 1993 )
The seed import policy of Toprak Mahsûlleri Ofisi which was initiated in 1984 is 
hoped to continue with the aim of increasing seed quality. ( "Türkiye'de Tarim 
Sektöründe Kurumsal Yapi". Kürsat Önen, 1993)
B)MAIN INDICATORS
Although flour and processed flour products constitute 35% of the total Turkish 
foodstuffs industry, flour industry being 17 % of the total food industry on its own, 
these industries have been the most unfortunate industries in Turkey, since their 
progress depend enormously on seasonal conditions and this, consequently, affects 
the processed flour products industry, that utilizes the output of the flour industry 
as its raw material. ( " Tarim Sektöründe Üretim. Pis Ticaret. Destekleme 
Harcamalari ve Yeterlik Durumu". Erkan Cakiroglu, 1993 )
1) Technological And Economical Structures Of The Companies:
ETİ is one of the major biscuits and chocolate covered products manufacturing 
companies in Turkey with a production rate of 200 tons per day. Currently, ETI 
employs 2000 employers. The company plans to move the plant from Eskişehir to 
the Eskişehir Organized Region by the end of 1994. This location change will
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enable the company to increase the manufacturing rate by 10-15% since the 
technology will also be renewed and automated in the new plant. ETI aims to 
achieve ISO 9000 within one year after starting to produce with modernized 
technology.
ETI produces 75 different products and gives special importance to the distribution 
of these products to the three metropolitan cities, Istanbul, Ankara and Izmir. In 
these three cities, ETI performs the distribution to 22,000 retailers by means of 
120 vehicles everyday. 2
CICI is an other company in this sector. With regard to its production rate it is 
among the medium scale firms together with Kent, Sagra and Ender. CİCİ 
produces 40 tons per day with 400 employers. Their unit costs are quite high 
when compared with the EC producers whose daily productions are about 600- 
700. tons per day. CICI considers to conduct a joint venture with a foreign firm 
after going to the Customs Union with EC. Their justification is that, medium and 
small scale firms will not be able to continue production on their own, after the 
Customs Union, with such high input costs. The officials mention the, cost of 
chocolate as an example. The price of 1kg chocolate is 2 DM in Turkey while it 
amounts to only 50 Phennings in Europe. ^
2 ) Capacity and its Utiiization :
Capacity utilization is over 80% for the largest companies, medium - sized ones 
achieve only a 50% utilization and there exists five companies that do not 
operate at all. ( "  Gida Sanavi Çalışma Grubu Raporu", 1992)
2 Yener Buyukersan, Chief Executive Officer of ETI
3 Gurkan Besler, Vice Chairman of Board of Directors of CICI
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There have been very few investigations directed towards merely biscuits sector 
during the last years. Generally, investments in the biscuits sector go together with 
the investments in cocoa, confectionery and chocolate covered products. This fact 
is valid for almost all of the companies operating in the industry, including Ülker, 
ETİ and all the other smaller companies. ( "Gida Sanavi Çalışma Grubu Raporu", 
1992)
3 ) Production:
There exists no foreign investment share in processed flour products, biscuits and 
pastry, in Turkey. This means, all the present investments are national and what is 
more, they all belong to the private sector. ( "Gida Sanayi Çalisma Grubu Raporu 
", 1992)
Foreign firms are continuously making investments in the Turkish biscuits sector 
in order to capture the best opportunities for investment in Turkey, however, low 
domestic consumption figures of the products discourage them. { "Gida Sanavi 
Çaiisma Grubu Raporu", 1992 )
Ülker, ETİ, Bifa, Besler and Oylum are the companies .operating in this sector in 
Turkey. Most of the larger companies of the sector are located in Marmara and 
Inner Anatolia regions. ( "  Gida Sanayi Çalisma Grubu Raporu", 1992 )
When the pastry sector is considered, Piyale, Nuh, Oba, Filiz, Ulu Kartal and Beslen 
can be mentioned as the largest establishments. In this sector, most of the plants
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are located in Aegean, Inner and Southeast Anatolia regions. ( " Gida Sanavi 
Qalisma Grubu Raporu", 1992 )
4 ) Production Technics And Technology:
A rapid improvement and modernization in technology have been observed in the 
biscuits and pastry industries recently. Small and primitively operating firms have 
either been modernized or disappeared. Especially, in the pastry sector, almost all 
the existing firms are modern establishments. ( " Gida Sanavi Qalisma Grubu 
R a p o r u 1992)
The processed flour products plants in Turkey, do not posses fully - automated, 
remote - controlled and robot - utilizing systems. However, such systems are not yet 
widely utilized in the foreign countries as well; since tremendous production and 
efficient differentials have not been observed in these industries when such 
systems are utilized. ( "  Gida Sanavi Qalisma Grubu Raporu". 1992 )
Although larger firms do not have any technology considerations, smaller firms will 
probably be faced with a technology problem in the future. Despite the fact that, 
their technologies seem sufficient for the time being; they may become aged in a 
couple of years; since most of the firms, especially in the pastry sector, had 
obtained the equipment from closing down plants. ( "Gida Sanavi Qalisma Grubu 
Raporu "■ 1992)
The following example could be useful to solidify the-above fact. In the Turkish 
pastry sector, plants, owning the mentioned aged equipment operate with a capacity
42
of 250 - 1,250kg / hr, while the ones in modern EC establishments with a capacity 
of 3,000kg / hr. With the new technology, the drying periods of macaroni have 
been reduced to 3,5 - 6 hours ( depending on the shape) from 10 hours. ( "Gida 
Sanavi Çalışma Grubu Raporu", 1992 )
5 ) Foreign Trade :
a ) Imports:
Imports of biscuits and pastry products of Turkey, are almost none and semi - 
product imports do not exist. Of the imports a considerable amount is the imports 
of raw and packaging materials for biscuits. ( "Turk Gida Sanayiinin AT Karsisinda 
Rekabet Imkanlari". Ozel İhtisas Komisyonu, 1988)
b ) Exports;
The. Turkish exports of biscuit products are negligible while, almost all of the 
pastry products exports are directed towards the EC countries. ( " Turk Gida 
Sanayiinin AT Karsisinda Rekabet Imkanlari". Oze\ İhtisas Komisyonu, 1988)
A part of the firms operate with the same quality standards of the EC firms. 
However domestic demand and consumption per capita figures in Turkey are too 
low to compare with the EC ones. Therefore, the capacities of the companies 
which seem to meet the national demand are also too low when compared with 
their EC counterparts. This means, in case, there occurs a remarkable foreign
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demand especially after the realization of the Customs Union; the opportunities 
that will be missed due to the insufficient capacities, especially in the pastry 
sector, will also be remarkable. ( " Turk Gida Sanayiinin AT Karsisinda RBkahnf 
Im k a n la r iOzel İhtisas Komisyonu, 1988 )
In spite of all the above mentioned points, the export opportunities of the 
processed flour products seem promising. The necessary precautions to take are:
- to produce with quality and price advantages ( " Marketing Management", 
Philip Kotler, 1991),
- to establish an extremely well organized negotiation and distribution 
network ( "  Marketing Management", Philip Kotler, 1991).
One of the major disadvantages of Turkey in almost all sectors, is its obligation 
to import the packaging materials, which in turn increases the costs and in turn 
the final prices. ( "  Gida Sanavi Çalisma Grubu Raporu", 1992 )
As a result of the investments, performed during the last years, the imports of the 
packaging materials have declined, however, there still exists a large quality gap 
between the domestic and imported packaging materials, in aspects like 
permeability and print quality. ( "  Gida Sanavi Çalisma Grubu Raporu". 1992)
Except some additives and cocoa, there is no foreign dependency of raw 
materials. What is more, foreign dependency of these tropic raw materials is also 
valid for the EC countries. Although the costs of other required raw materials are 
lower than those of the EC countries, the lack of a consistent standard constitutes 
a major disadvantage. ( "  Gida Sanavi Qalisma Grubu Raporu", 1992 )
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Large - and medium - size firms are willing and even some are making 
preparations for the Customs Union. The executives of these firms are really 
eager for the affair, however, many of them do not own the required information 
about the policies and regulations of the EC market and this fact will surely affect 
the way and the contents of their preparations. (Gurkan Besler. Vice Chairman of 
Board of Directors of CICI)
6 ) Probability Of Merger And Acquisition Activities In Turkey After The 
Establishment Of The Customs Union :
Mergers and acquisitions are still taking place in this sector in Europe; what is 
more US companies are also interested in this industry and have, consequently, 
entered the market in Europe. The same situation could occur in Turkey, after the 
Customs Union; since there exists eager companies, like CICI, which see mergers 
as the only way to survive in this industry, after the Union. The UK, German and 
French companies are the leaders in this sector in the EC. ( "Panaroma Of EC 
Industry". Commission Of The European Community, 1993 )
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B ) PROBLEMS :
1 ) Resource Problems :
Droughts, insects and parasites affect the crop negatively when the necessary 
precautions are not fulfilled. ( " Gida Sanavi Çalisma Grubu Raporu ", 1992 )
2 ) Problems Related With Technical Situations Of The Firms :
The' milling facilities are in good conditions in technical terms. ( "Gida Sanavi 
Çalisma Grubu Raporu ", 1992 )
3 ) Labor and Staff Problems :
Unfair competition occurs to the benefit of the companies employing ununionized 
labor. ( " Gida Sanavi Çalisma Grubu Raporu ", 1992 )
4 ) Financial Problems :
Milling companies are weak in financial terms. Since there is an intensive 
competition in the industry, profit margins are too low and new investments do not 
take place. ( " Gida Sanavi Çalisma Grubu Raporu". 1992 )
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Lack of appropriate legislation and presence of multi-auditing mechanisms affect 
this · industry negatively as in the case of the others. ( "Gida Sanavi Çalışma 
Grubu Raporu ", 1992 )
6 ) Export Problems :
There is also intensive competition in the world flour market. World wheat prices 
are half of the wheat prices of Turkey. What is more, EC is providing its members 
with export incentives. ( "  Gida Sanavi Çalışma Grubu Raporu", 1992 )
In Turkey, since Toprak Mahsulleri Ofisi offers high prices for the purchase of 
wheat from the growers, private companies become obliged to offer at least the 
same price the TMO offers, otherwise farmers naturally prefer to sell their crops to 
the TMO. This situation leads to the occurrence of highly priced wheat and 
consequently highly priced flour in Turkey. ( " G/da Sanavi Çalisma Grubu Raporu 
", 1992 )
5 ) Legislation And Auditing Problems :
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The biscuit productions of only Germany and UK is four times of the production 
of Turkey. ( "  Turk Gida Sanayiinin AT Karsisinda Rekabet Imkanlari", Ozel İhtisas 
Komisyonu, 1988 )
In order to have an idea about the foreign trade of EC, year 1985 could be 
taken as an example. In 1985, EC countries imported 230,000 tons of biscuits. Of 
this.amount 220,000 tons were from intra - EC countries, and only 10,000 were 
from extra - EC countries. During the same year, EC countries exported 303,000 
tons biscuits. Again, of this amount 220,000 tons were to intra - EC countries and 
the rest, 143,000 tons, were to extra - EC countries. ( "Turk Gida Sanayiinin AT 
Karsisinda Rekabet Imkanlari". Ozel İhtisas Komisyonu, 1988)
The above figures reveal the fact that, in the year 1985, EC as a whole was, net 
exporter of biscuit products and this has been the case since then.( "Turk Gida 
Sanayiinin AT Karsisinda Rekabet Imkanlari". Ozel İhtisas Komisyonu, 1988 )
OVERVIEW OF THE BISCUITS SECTOR IN THE EC
OVERVIEW OF THE PASTRY SECTOR IN THE EC
The net - exporters of pastry in the EC are Italy and Greece; the net - importers 
on the other hand, are Germany, Belgium, Luxembourg, the Netherlands and 
Denmark. Having 55% of the pastry trade in their hands, Italians perform 
approximately 80% of the EC exports. Consequently, pastry production in Italy is 8 
- 9 folds of the production in Turkey and its exports is 40 times of the exports
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of Turkey. ( "  Turk Gida Sanayiinin AT Karsisinda Rekabet Imkanlari". Ozel İhtisas 
Komisyonu, 1988)
The EC trade summaries of the biscuits and pastry sectors reveal that, Turkey is 
bound to face intense competition while trading with EC, since the rest of the 
members become competitors while exporting to an EC country. This situation 
emphasizes once more, the necessity of high and consistent quality products, with 
well - organized marketing strategies, which the EC countries have been applying 
for years. ( "  Turk Gida Sanayiinin AT Karsisinda Rekabet Imkanlari", Ozel İhtisas 
Komisyonu, 1988)
IV . II PROCESSED FLOUR PRODUCTS INDUSTRY IN THE EC
A ) INDUSTRY PROFILE
Consumption of biscuits, rusks and flour - based snacks is expanding. The large 
number of products available in the market is credited to strong market 
segmentation policies carried out by leading companies. Supply is subject to a 
process of rapid concentration and internationalization. The presence of distributors 
' own labels is prevalent in many countries.
Mass - produced bread is replacing localized bakery output. In particular, the 
demand for industrially made - made is increasing with improved distribution and 
changes in individual dining habits ( i.e. fewer meals inside the home ). 
Technological innovations also favor supply concentration in this subsector.
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Production and apparent consumption data ( at constant prices ) exhibited a 
positive trend throughout the second half of the 1980s. Although decreasing until 
1988, the figures for extra - EC exports are presently increasing both in terms of 
volume and value. ( "  Panaroma Of EC Industry", Commission Of The European 
Community, 1993)
Biscuits, rusks, cakes, pastry flour - based snacks and frozen products have all 
recorded increased production and consumption. In many countries chocolate, 
whole meat, low sugar and fat biscuits have recorded significant gains. Total bread 
consumption, on the other hand, decreased slightly, especially in the southern 
European countries. Industrially made bread is particularly popular in areas where 
retailing patterns have shifted from traditionally independent grocery stores ( and 
bakeries ) to food discounters and hypermarkets. ( "Panaroma Of EC Industry", 
Commission Of The European Community, 1993)
2 ) Foreign Trade :
Intra - EC trade accounts for to 7% to 8 % of apparent consumption and 90% of 
total imports ( intra - and extra - EC ). Extra - EC imports account for a small share 
of consumption. The EC's foremost trading partners in this sector are EFTA 
countries. Only 3% of the production is exported outside the EC. EFTA countries, 
the US, OPEC and certain East European countries represent the main trading 
partners. The terms of trade decreased between 1985 and 1990, rebounding in
1 ) Recent Trends :
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1991. ( '' Pan aroma Of EC Industry". Commission Of The European Community, 
1993 )
B ) MARKET FORCES 
7 ) Demand:
Bread and bakery product consumption is characterized by strong regional 
preferences. The European market is a huge array of products and items where 
new products are frequently introduced. Concerning · annual bread consumption 
Greece recorded very small volumes per capita ( 30kg ). 'By contrast Italy ( 85kg ) 
and a number of northern European countries ( 60 - 85kg ) lead the consumption 
figures. Northern European countries show the highest consumption levels of 
biscuits and rusks compared to southern European countries. Italy is an exception 
with a per capita volume consumption similar to that of France and higher than 
that of Denmark. Changes in dietary habits and distribution channels have a 
strong influence on present changes in bakery products consumption.
Consumption of industrially made bread in lieu of bread from local bakeries is 
being aided by the tendency to eat more often in fast - food restaurants and bars. 
This' trend is also responsible for the spread of frozen products ( bread, " 
croissanteries " and cakes ). The tendency to substitute meals with snacks also 
favors growth of flour - based snacks, crispbread, rusks and biscuits. Paradoxically, 
consumers are seen to prefer healthy eating ( fresh food, whole - wheat, low - sugar
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and low - fat products ) though a rise in indulgence eating ( i.e. rich, chocolate - 
filled biscuits and industrially made cakes) is also prevalent.
Product innovation is rather high and concerns different aspects : recipes, 
packaging and sizes. Some leading companies have introduced whole wheat 
product lines for several types of products.
2 ) Supply And Competition :
Scale economies are not very relevant for biscuits, snacks and crispbread; 
moreover economies of scope are limited to raw material supplying and marketing 
( i.e. using the same labels for different products).
Mergers and acquisitions are still taking place in this sector redefining the 
industrial structure. This will lead to a change in competition and in relations 
between industrial producers and modern distribution operators. Modern 
distribution, in fact, plays a significant role in the marketing of processed flour 
products. Distributors ' market power is evidenced in the success of distributors ' 
own labels. US companies are interested in this industry, and consequently, have 
entered the European market; a source of concern for European market leaders.
3 ) Production Process :
The production process is subject to continuous technological innovation. 
Leavening, extrusion, freezing packaging and transport are all undergoing 
modernization. Unfortunately automation and rationalization of the production
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process are not improving productivity significantly. ( "Elements of Food Science". 
Owen Pennema, 1975)
B ) INDUSTRY STRUCTURE 
1) Companies:
The UK shows the highest concentration for industrially - made bread; here two 
largest companies account for 50% to 55% of the national market. In France, the 
top three countries account for 55% to 60% of the market, while distributors' own 
labels account for another 25% to 30%. ( " Panaroma Of EC Industry ", 
Commission Of The European Community, 1993)
Crispbread is the most concentrated sector. The share of the distributors ' own 
labels in this sector is remarkable in UK and Germany. ( "Panaroma Of EC 
Industry". Commission Of The European· Community, 1993)
2 ) S trategies:
Acquisition of the local companies is the best strategic device to enter foreign 
markets and / or strengthen one's position in the domestic markets. ( "Panaroma 
Of EC Industry". Commission Of The European Community, 1993)
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Of the US companies operating in this sector, Borden acquired a number of 
regional companies, especially in Germany. Campbell and General Mills are also 
interested consolidating their presence in this sector. ( "Panaroma Of EC Industry", 
Commission Of The European Community, 1993)
Leading companies consider product innovation, market segmentation and an 
optimal range of products as key strategic factors. Smaller companies ( usually less 
diversified ) aim to maintain leadership ( or significant market shares ) at regional 
level. ( " Panaroma Of EC Industn/ ", Commission Of The European Community, 
1993 )
C ) REGIONAL DISTRIBUTION
The characteristics of this industry's products favor multiplant production structures 
dispersed throughout consumption areas rather than concentration in specific 
areas. The geographical distribution of the companies, therefore, matches 
consumption patterns. ( "  Panaroma Of EC Industry", Commission Of The European 
Community, 1993 )
D ) OUTLOOK
The tendency to substitute locally - produced bread with industrially - made bread is 
predicted to continue. This trend, however, will be limited by consumer preferences 
for ·" natural " and fresh products, which differ between Member States. Such
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preference will allow a number of artisanal bakeries to survive, especially in 
countries where modern distribution methods are emerging. The subsectors of 
snacks and richly filled chocolate biscuits ( " indulgence products " ), and healthier 
whole wheat and dietary products will expand.
Technological innovations, the need to face the growing market power of 
customers, and the implementation of the Single Market will stimulate the 
concentration of the industry. A major opportunity for this sector is the emerging 
internationalization of the consumer patterns.
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CHAPTER V
MILK AND DAIRY PRODUCTS INDUSTRY
The main products of the dairy industry are :
a ) Products destined for final consumption : fresh and UHT milk, butter, cheese, 
fresh products ( cream, fermented milk, desserts, fresh cheese ), powdered milk 
( "  Elements of Food Technology" , Norman Desrosier, 1977 );
b ) Products which serve as raw materials for further processing and can be 
regarded as commodities : powdered milk, butter, butteroil, casein, whey powder. 
These products provide proteins and fats both for human and animal nutrition.
( "  Elements of Food Technology" , Norman Desrosier, 1977 );
V . I MILK AND DAIRY PRODUCTS INDUSTRY IN TURKEY 
Overview Of The Sector In Turkey:
If a close look is taken at the dairy industry of Turkey, establishments belonging 
to the government, to the private sector and to the cooperatives can be noticed. 
However, it is difficult to mention that all of these establishments produce and 
they produce at full capacity. For instance, some factories of SEK which are in 
Tunceli, Siverek ( Urfa ), Kahramanmaraş, Kirsehir and Zonguldak/ Devrek have been
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either rented to other companies or utilized as only milk collecting units. As well 
as that, among the factories that belong to the private sector or cooperatives, it is 
not unusual to come across the ones that have stopped production or continue 
production but at an extremely low capacity. ( " Turkive ' de Tarim Sektoruncip. 
Kurumsal Yapi". Kürsat Önen, 1993 )
There has not been a consensus on the amounts of breeding animals and their 
products in Turkey. The statistics of different institutions display variations that can 
not be neglected. ( "  Turkive ' de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 
1993)
In Turkey, establishments owning less than nine cows‘ amount to 87.98 % of all 
the breeding establishments. This ratio clearly shows how miniature and scattered 
the breeding establishments are. One of the main reasons for this fact is that; 
agriculture and breeding have always gone together in Turkey and breeding has 
neither been accepted as a way of earning a living nor a separate production 
field. ( "  Turkive ' de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993 )
In Turkey, 250kg of milk is obtained from a cow annually. This figure is about 
950kg in the Netherlands.
7,895,000 tons of milk was produced in Turkey in 1990. Of this amount, 40% of 
this milk was used outside the economy and the rest .was used in the economy.
("  Turk Gida Sanayiinin AT Karsisinda Rekabet Imkanlari", DPT, 1988)
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Of this 40% : 1,975,000 tons (25% ) were consumed at the origin
790,000 tons (10% ) were consumed by the animals
390,000 tons (5% ) were defective
3,155,000 tons ( "Tarim Sektöründe Üretim. Pis Ticaret. Destekleme 
Harcamalari ve Yeterlik Durumu". Erkan Cakiroglu, 1993)
Of the 60% that was utilized within the economy:
474.000 tons (10% ) went to the industry to be processed
2.370.000 tons (50% ) went to the small dairies to be processed 
1,89.0,000 tons (40% ) went directly to the consumer through street-selling
4,740,000 tons ( "  Tarim Sektöründe Üretim. Pis Ticaret. Destekleme Harcamalari 
ve Yeterlik D u ru m u Erkan Cakiroglu, 1993)
Among the above figures, the one that deserves most of the attention is the 10% 
that went to the industry to be processed. This figure is extremely small when 
compared with the EC countries.
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The major companies operating in the milk producing industry and their market 
shares a re :
Firms which produce UHT m ilk:
- MIS SUT : 35%
- PINAR SUT : 35%
- TIKVESLI : 20%
- OTHERS : 10%
("  Turk Gida Sanayiinin AT Karsisinda Rekabet Imkanlah". DPT, 1988)
Firms which produce pasteurized milk
- SEK : 55% - 60%
- OTHERS : 40%
("  Turk Gida Sanayiinin AT Karsisinda Rekabet İmkanları", DPT, 1988 )
The selling price of SEK milk is 2500TL which is lower than its cost. However, 
this fact does not bother SEK, as much as it would bother a private company, 
since SEK is a government-owned organization and it produces pasteurized milk 
rather than UHT milk, that is mainly produced by PINAR and MIS. UHT milk is 
type of milk that is also pasteurized but it is processed under " Ultra High
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Temperature " with higher technology. Consequently, the prices of UHT milk is 
higher than pasteurized milk. ( Gökhan Unal·. Manager of Research and
Development of MIS SUT and Mehmet Kontun Manager of Research and 
Development Department of PINAR SUT)
A ) MAIN INDICATORS
1) Technical And Economical Situations Of The Companies:
If it is taken into consideration in a broader sense, it would not be wrong to point 
out that the technical structures of most of the dairy products manufacturers of 
Turkey are far behind the world standards. 45% of all the raw milk produced in 
Turkey remain within the rural area in which they are produced, 40% of it are 
processed in very small establishments ( termed as '·' mandiras " ) which are 
approximately 2800 in number, with very primitive equipment and only 15% of all 
the raw milk produced in Turkey, is handled with modern technology under 
hygienic conditions. In EC countries, however, 90-95% of all the milk obtained is 
handled with modern technology. ( "  Turk Gida Sanaviinin AT Karsisinda Rekabet 
Imkanlari". DPT, 1988)
Because of the reasons of, high capital and working capital requirements, low 
profit margins, lack of efficient legislation and authority to maintain the required 
quality levels, very low production costs of the small establishments due to 
unhygienic production and their being able to sell their products at the same 
prices with the hygienically produced milk and thus causing unfair competition;
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private investors have not had much tendency to operate in this industry. As a 
Consequence of the above points, milk and dairy products which play a vital role 
in human nutrition; has remained far behind as an industry when compared with 
developed countries. Incentives, which have been applied during the last years ( 
since May 1987 ) have contributed to the modernization of the companies in the 
industry. In order to benefit from the incentives many companies purchased 
separators and pasteurizers. ( " Turk Gida Sanayiinin AT Karsisinda Rekabet 
İmkanları", DPT, 1988 )
2 ) Capacity And Its Utilization :
As of the end of 1991, the number of milk processing plants are 1280 and their 
total capacity is approximately 5,500,000 tons annually. 133 of them which 
produce at a total capacity of 2,667,000 tons annually have individual capacities 
of over 5000 tons / year and 1147 of them which produce at a total capacity of
2,833,000 tons annually have an individual capacity of over 1000 tons/year.
( "  Tarim Sektöründe Üretim. Pis Ticaret. Destekleme Harcamaları ve Kendi Kendine 
Yeterlik Durumu". Erhan Cakiroglu, 1993)
Because of the seasonal fluctuations in raw milk receipts the establishments do 
not produce the same amount of milk every single day of the year. Most of the 
plants do not operate at full capacity because of their wrongly chosen locations, 
which are far to the centers where they obtain the raw milk. Contrarily, plants 
which possess appropriate locations are able to purchase which is two or three 
times of the amount that they can process. This situation occurs especially in 
spring and summer.
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times of the amount that they can process. This situation occurs especially in 
spring and summer.
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Between the years 1984 and 1986, fifty incentive documents were given to 
different processing establishments. Of these fifty docurnents, twelve were given in 
1985, thirty - three in 1986 and five in 1987. The total capacity that could be 
achieved with these incentives were 407,058.6 tons / year. ( " Turk Gida 
Sanayiinin AT Karsisinda Rekabet Imkanlari". DPT, 1988)
3 ) Production, Domestic Demand And the Opportunities To Export:
When the total milk production of Turkey is taken into consideration in 
accordance with its total population, the processed milk consumption per capita is 
very low when compared with the EC countries.
In Turkey, still two - thirds of all the raw milk obtained, is consumed, either 
processed ( cheeses ) or unprocessed, by the families that get this milk from their 
animals. The rest which is one - third of all the raw milk is processed in the milk - 
processing plants that are either state or privately owned. When the geographical 
distribution of the processing plants in Turkey, is taken into consideration, it is 
noticed that; Aegean region with a percentage of 26.47 and Marmara region with 
a percentage of 26.44 take the first places. ( "Turkive ' de Tarim Sektöründe 
Kurumsal Yani". Kürsat Önen, 1993 )
Although there appears to be 4,138 employers working in milk and dairy products 
industry: this figure seems to be underestimated. Firstly, there exist unregistered 
employers working in small establishments. Secondly, the animal owning families 
seem only as owners although they take part in production and processing. ( "  
Türkiye'de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993)
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As a result of the EC policy, which aimed to reduce the milk production during 
the 80's, caused the EC countries to apply quotas for milk imports and this policy 
resulted in a decrease in the stocks of the European and USA, simultaneously 
leading to an extreme decrease in the prices of the animal by-products. ( " 
Agriculture And The GATT" : Rewriting The Rules, 1987 )
At the same period, the customs barriers in Turkey -were reduced to a great 
extent ignoring the above mentioned quotas and the remarkable price decreases. 
Consequently, Turkish milk and dairy products industry was pushed into unfair 
competition. ( "  Türkiye ' de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993 )
Although the purpose of the policy of the Turkish government was to benefit the 
consumers by providing them the opportunity to buy imported milk at a cheaper 
price, the policy resulted in pulling down the prices of the Turkish products, which 
were in some kind of equilibrium with the inflation rate, leading to the loss of 
capitals of the farmers and breeders. With the help of the IMF credits the farms 
were closed down causing a decrease in the number animal resource of Turkey.
( "  Turkive ' de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993 )
During the following years, despite of the fact that, funds were applied to the milk 
imports and dairy products the previous losses could not be recovered. What is 
more the export of milk and dairy products are still at a trivial level. ( 'Türkiye ' 
de Tarim Sektöründe Kurumsal Yapi". Kürsat Önen, 1993)
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The production and sanitation procedures in Turkish milk establishments display 
enormous variations. Standard production and before - after sanitation procedures, 
quality controls to achieve standard products and the check of the process 
equipment for sanitary reasons, which are applied widely in the EC countries are 
completely ignored in most of the plants in Turkey. Consequently, the Turkish
products which do not possess a standard quality do not have any chance to
compete in the foreign markets. ( " Türkiye'de Tarim Sektöründe Kurumsal Yapı". 
Kürsat Önen, 1993 )
5 ) The Probability Of An Increase İn Exports:
Exports should be increased since this will also provide ease in managing the 
increases in domestic demand. A great deal of our exports is to the neighbour 
countries that have inadequate milk production and that are in the habit of
consuming dairy products specific to Turkey like " white cheese" and " ayran ". 
Since most of our products do not have competitive power against the European 
countries with regard to quality and price, it gradually becomes difficult for our
products to enter even the markets of the neighbour countries.
( "  Gida Sanavi Çalisma Grubu Raporu", 1992 )
Unless our products are brought to the quality and price levels of the European 
countries, it is very obvious that the milk industry in Turkey will have to face with 
very serious problems. This situation will ultimately to the inability to meet even
4 ) Quality:
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the domestic demand and imports will increase at a great extent. ( "Gida Sanayi 
Qalisma Grubu Raporu", 1992 )
Today, many imported dairy products, like the different kinds of cheeses and fruit 
yogurts, can be noticed in the Turkish market. During the previous years ( 1984- 
1985 ) "feta cheeses" which resembled very much the'Turkish white cheese was 
imported, however, they failed initially and this failure caused over-confidence in 
our farmers. Although the imported feta cheeses were not accepted in the Turkish 
market at the beginning, they succeeded staying in the market for two years as 
they owned low prices and a consistent quality.
The conditions that arose to the disadvantage of the domestic milk processors, 
especially during the mentioned periods when the milk exports from the EC 
countries increased; have led to a decline in milk production and appearance of 
unused capacities in the milk sector.
As well as that, milk and dairy products industry constitutes a unique case due to 
its strong relationship and dependence on the agricultural sector. Therefore, the 
changing conditions in breeding for example, directly affects the amount of milk 
produced. An epidemic among the animals or insufficient feeding of the animals 
due the unfavorable weather conditions in a specific year may be the simplest 
examples. ( "  Food Technology". Norman W. Desrosier, 1977 )
Last but not the least, some products of the industry, like certain types of 
cheeses go through an aging period that lasts for months before they are 
launched into the market. This factor increases the costs to a great extent. ( " 
Food Technology", Norman W. Desrosier, 1977 )
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The above three points, together with the availability of bank credits only with
high interest rates, make it difficult to invest in and finance the milk processing
establishments.
In the framework of The Common Agricultural Policy of 1968, EC countries
objectives were to increase the milk production, to provide the continuation of
breeding by establishing non-fluctuating prices and stable incomes for the farmers 
and breeders and to import the extra-consumption milk to extra-EC countries with 
the help of the subsidiaries and incentives. Thus every year a fixed price is 
determined and purchases of raw milk below this price is prevented and the 
farmers are protected. What is more raw milk manufacturers are able to export 
their extra-consumption products with the help of the incentives. By this way EC 
countries are able to protect both their farmers and manufacturers. Besides all 
these, within the borders of the Customs Union, every year GATT determines the 
minimum prices for imports and applies antidumping taxes in case that imports 
are performed these prices. ( ''Agriculture And The GATT: Rewriting The Rules ", 
Dale Hathaway, 1987 )
While the high trade barriers of EC makes it impossible to export milk and dairy 
products to these countries, their incentive supported exports diminish our 
opportunity to compete in the third countries markets ( "  Research On The Cost Of 
Non - Europe : Basic F in d in g s Volume : 12, Parts A&B; Group MAC, 1988 ). EC's 
Common Agricultural Policy constitutes a good example for Turkey, since it is a 
model that has been tested and proven to be successful through the years.
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6) The Development Potential Of The Industry Towards The Year 2000:
In Turkey, there lacks an aimed projection for the milk and dairy products 
industry. However, developments can be expected in the directions of, increasing 
the domestic consumption and capacity and having a progress in imports.
Currently, only 15% of the milk consumed in Turkey is processed milk, the rest is 
raw milk, according to many researches ( "Gida Sanavi Qalisma Grubu Raporu", 
1992 ).When the current situation is considered with regard to this aspect, there 
seems a potential for development in the industry. However, when it is taken into 
consideration that most of the factories operate under capacity, the first step to 
take is to solve the problems of obtaining raw milk and its distribution among 
seasons.
7 ) Probability Of Merger And Acquisition Activities After The Customs Union
There has been numerous mergers and acquisitions, involving both private firms 
and cooperatives, in the milk and dairy products industry, in the EC countries. The 
same would probably be valid in Turkey, after establishing the Customs Union 
with the EC; since mergers and acquisitions is the most suitable way to penetrate 
foreign markets, cope with regional preferences and invade distribution channels.
The following most important mergers and acquisitions in the EC, over the last few 
years could give an idea about the possible foreign firms, that could be involved 
in such activities, in Turkey, after the establishment of the Customs Union ;
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Acquisitions :
- The acquisition of Interlait ( France ) by ULN ( France ),
-The acquisition of 51% of Lacteria Espaniola ( Spain ) by ULN ( France ),
- The acquisition of Bridel ( France ),Jean Jacques ( France ) and Valmont ( France ) 
by Besnier ( France ),
- The acquisition of Laiterie ( France ) by Unilever ( Anglo - Dutch ).
- The acquisition of Cloche D ' Or ( France ), La Fromagerie du Velay ( France ),
Fauquet ( France ), Ludovico ( Italy ) and Millway Foods ( UK ) by Bongrain
( France ),
- The acquisition of Galbani ( Italy ) by BSN ( France ),
- The acquisition of Invernizzi ( Italy ) and Fattorie Osella ( Italy ) by Kraft,
- The acquisition of Locatelli ( Italy ) by Nestlé ( Switzerland. ),
- The acquisition of many other Italian firms and municipal dairies 
by Parmalat ( Italy ) and SME ( Italy ).
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Mergers:
- The merger of the Dutch co - ops CC Friesland, Domo' Beiland and Noord 
Nederland under the name Friesland Frico Domo,
- The merger of the Dutch co - ops DMV Campiña and Melkunie under the 
name Campiña Melkunie BV.
( "  Panaroma Of EC In d u s tr y Commission Of The European Community, 1993 )
B ) PROBLEMS 
1) Resource Problems :
The problems of the Turkish milk and dairy products industry are at levels that 
can not even be compared with those of EC countries. ( "Gida Sanavi Qalisma 
Grubu Raporu", 1992 )
It is possible to classify these problems into two groups :
The first group cover breeding problems, such as the nutrition of the animals and 
their lactation periods, that affect the distribution of the raw milk received
by the factories during different periods of the year. Therefore large plants or 
even small village producers become obliged to work over capacity during spring 
since the raw milk obtained in this season is in enormous quantities. It is a
69
natural consequence that quality fluctuates remarkably during such periods and 
when the demand is low as well, some part of the production is wasted. Since 
milk powder production has not progressed adequately extra-production milk is 
generally utilized in cheese production which in turn result in quality fluctuations in 
cheese. ("  Gida Sanavi Çalışma Grubu Raporu", 1992 )
The. second group of problems that are related with the imports, involve 
unsuitability of the raw milk both in bacteriological and chemical aspects. Because 
of obtaining the raw milk under unhygienic conditions in the farms, the milk self­
processes extreme levels of bacteria. What is more since most of the farmers do 
not have the facilities to cool the raw milk, the milk is sent to the factious with an 
increase in the amount of the bacteria they contain. It should not be astonishing 
to mention that, processed milk with a good an consistent quality can not be 
obtained from such type of raw milk. ( " Gida Sanavi Çalışma Grubu Raporu ", 
1992 )
Privately owned, modern manufacturing plants care about the above mentioned 
problems and educate the breeders and farmers that provide them raw milk. SEK 
has also taken steps for bettering activities such as offering higher prices to the 
breeders that provide them cooled milk. However, these activities are not sufficient 
and should be spread through the country. ( "Gida Sanayi Çalışma Grubu Raporu 
", 1992 )
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2 ) Problems Related With The Technological Situations Of The Firms:
Since 1965, like many other industries, milk and dairy products industry has also 
moved towards integration in the EC countries and this integration has led to the 
establishment of huge plants operating with economies of scale. This integration 
has been accompanied with modern technology and automation.
( "  Gida Sanavi Qalisma Grubu Raporu", 1992 )
In our case, there has been no integration and automation, the possibility of 
importing equipment with zero customs duties has not yet been able to motivate 
the plant owners to modernize their equipment. ( " Gida Sanavi Qalisma Grubu 
Raporu". 1992)
3 ) Labor And Staff Problems :
While there is adequate highly educated staff in Turkey, employers called " in - 
between " employers and who owe a moderate education level are needed greatly 
( as it has been mentioned by many companies ). However, still high schools to 
graduate only highly educated staff are being established.( "Gida Sanavi Qalisma 
Grubu Raporu", 1992 )
The need, however, is for technical schools that give education based on mainly 
practical information. The reason of the failure of many plants is basically the lack 
of employers who perceives milk processing as a career.( "Gida Sanayi Qalisma 
Grubu Raporu", 1992 )
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Milk and dairy products industry in Turkey suffers from financial problems like 
many of the other foodstuffs industries. High-interest constitute a serious a 
problem since the profit margins are low for this industry. Although the 
government guaranteed the provision of low-interest ’ credits as incentives to 
motivate private investors, the application has failed because of both lack of 
adequate capital of the investors and misuse of the credits for other purposes. ( "  
Gida Sanavi Qalisma Grubu Raporu ", 1992 )
5) Legislation And Auditing Problems :
Legislation and auditing problems which have been announced many times in 
seminars and forums are still valid unfortunately. The legislation related with the 
milk and dairy products industry was issued in 1952 and was modified in 1980. 
However, food industry and especially milk and dairy products industry are very 
dynamic. As a result of the improving technology i f  is possible to produce a 
completely new product every day. As well as that, due to the developments in 
foreign trade, numerous products have entered the Turkish market. ( "Gida Sanavi 
Qalisma Grubu Raporu", 1992 )
4 ) Financial Problems :
The main problem about the legislation is the duration until the start of the 
application of the legislation. The subjects which are handled in very short periods 
by commissions in European countries, last for days and months in Turkey. The 
revision process of the Foodstuffs Legislation has started in 1980 and has been
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continuing for fourteen years. When we are at a point in time which is very close 
to the year 2000, such problems should not be problems of consideration. ( "Gida 
Sanavi Qalisma Grubu Raporu", 1992 )
6 ) Export Problems :
The problems analyzed until this point affect the exports as well. In order to 
increase the exports and the competitive advantages of the Turkish products, the 
problems should be handled as a whole. Otherwise, there will never be any 
chance for the Turkish products to compete in the foreign markets. ( 'Gida Sanavi 
Qalisma Grubu Raporu", 1992 )
V . II DAIRY PRODUCTS INDUSTRY IN THE EC
A ) INDUSTRY PROFILE
In the EC the period of 1983 to 1989 was characterized by a drop in milk 
deliveries; a reduction in butter and skimmed milk powder stocks and rising 
prices. From the end of 1989 and through to 1991, a recovery in production took
place. At the same time extra - EC exports decreased due to such factors as the
Gulf War and the diversification of supply sources away from the traditional
countries. As a consequence prices decreased not only in the EC market but also
in the world market. Moreover, the problem of production surpluses once more
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became acute, with rising stocks of skimmed milk powder and of butter. ( " 
Panaroma Of EC In d u s tr y Commission Of European Community, 1993)
The· consumption of yogurt and desserts, fresh cheeses and semi - skimmed milk 
has increased whereas the consumption of butter has continuously decreased due 
to health consciousness reasons. Technological innovations and an increasing 
market segmentation on the part of firms favor the spread of higher value added 
products. Merger and Acquisition activity over the last few years has radically 
changed the competitive scenario. ( " Panaroma Of EC Industry ".Commission Of 
European Community, 1993)
1) Recent Trends :
EC production and apparent consumption in the industry grew approximately 9% 
between 1985 and 1990, but growth rates are expected to decrease. Growth rates 
are varied among different single product lines. Innovative products and fresh 
cheese show the highest growth rate. Fresh milk products and cheese production 
and consumption are also growing, while the overall production of milk as an end 
- product is decreasing. Within this sector, the production of whole milk is 
decreasing, while semi - skimmed milk production is increasing. In 1989 butter 
production began to recover from a fall which lasted from 1986 to 1988. The 
decrease in EC consumption and extra - EC exports caused EC butter stocks to 
rise from 5,000 to 260,000 tons in 1989 and 1990. ( "Panaroma Of EC Industry", 
Commission Of European Community, 1993)
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The trade balance, which had improved steadily from 1986 to 1989, worsened in 
1990 due to a sudden decrease in exports. In 1991, however, both the trade 
balance and the terms of trade improved. Extra - EC and intra - EC exports each 
account fo ra  fairly small share of total production ( 6% and 15% respectively). 
High transport costs and the local nature of firms ( as opposed to operating on a 
national or international scale ), result in a market better suited for domestic 
consumption. The products which are exported from the EC are directed primarily 
towards OPEC countries and, to a lesser extent towards the USA. ( "Panaroma Of 
EC Industry ". Commission Of European Community, 1993)
The share of extra - EC imports in total consumption is negligible, at slightly over 
1% of consumption in 1990. ( " Panaroma Of EC Industry ". Commission Of 
European Community, 1993)
2 ) Foreign Trade :
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B ) MARKET FORCES 
1) Demand:
Less than 20% of the milk produced in the EC is consumed as an end - 
product. The remaining milk is used to produce cream and fresh products (8  - 9% 
), butter and cheese ( 50 - 60% ), powders ( 15 - 16% ), animal feed ( 4 - 5% ) and 
other products. ( " Pan aroma Of EC Industry Commission Of European 
Community, 1993)
The consumption patterns of dairy products are regional although many consumers 
throughout the EC are showing a new preference for " healthy" , fresh and low fat 
products. As a consequence consumption of many kinds of yogurt, semi - skimmed 
milk,’ flavored milk and fresh cheeses is increasing, whereas that of whole milk is 
decreasing. Mixed - fat products, such as dairy spreads, are being used increasingly 
as butter substitutes. Not all countries allow the trade of mixed - fat products in 
their national market but liberalization is expected with the implementation of 
Single European Market. ( "  Panaroma Of EC Industn/ Commission Of European 
Community, 1993 )
EC butter, powdered milk and cheese surpluses are often exported to 
international markets but world demand is decreasing due to the consumption 
saturation of developed countries and an increase in production in some importing 
countries. Moreover, some of the countries which traditionally imported EC dairy 
products are diversifying their supply sources. ( " Panaroma Of EC Industry ", 
Commission Of European Community, 1993)
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2 ) Supply And Competition :
As a consequence of the restrictions represented by the milk " quota system ", the 
dairy industry structure has radically changed, especially in some Northern 
European countries where mergers among cooperatives have led to significantly 
increased concentration. The implementation of the Single European Market will 
increase international competition within the EC, and countries with a more 
concentrated market will have competitive advantage.
3 ) Production Process :
In recent years the production process has significantly improved due to 
technological innovation. The automation of some production steps led to scale 
economies, especially in the production of powders and of some kinds of cheeses 
the development of an ultra - filtration allows not only more efficient use of raw 
material components, but also the development of new milk by - products. The 
production of many regional specialties is still, however, artisanal.
( " Principles of Food Science ", Owen R. Pennema, 1975 )
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C ) INDUSTRY STRUCTURE 
1 ) Companies :
Dairy firms are very rarely diversified into non - food sectors. Often dairy firms 
diversify into related products which provide scope economies ( " Competitive 
Advantage " ,  Micheál E. Porter, 1985 ). This might include other fresh product areas 
such as " charcuterie " ( marketing economies ) and preserved vegetables ( 
production and packaging economies ).
The total number of EC dairies is estimated at 6,500. Although all EC countries 
have become significantly more concentrated, there are still remarkable differences 
in the levels of concentration across countries. Italy shows the lowest ratio ( 3,200 
tons of average intake per dairy ) and the Netherlands show the highest ( 334,000 
tons per dairy ). ( " Panaroma Of EC Industry ". Commission Of European 
Community, 1993 )
In the countries where geographical features contribute to a fragmented 
distribution system, large firms coexist with smaller, more specialized firms which 
often concentrate on the production of regional specialties. In the liquid milk 
sector, Parmalat ( Italy ), Sodiaal ( France ) and MMB ( UK ) altogether account for 
15% to 20% of the market. In the yogurt sector, BSN ( France ), Nestlé (Switzerland) 
and Sodiaal ( France ) account for 35% to 40% of the market. In the fresh cheese 
sector BSN ( France ), Unilever ( Anglo - Dutch ) and Philip Morris ( Kraft ) account for 
25% to 30% of the market. In the powdered milk sector Nestlé (Switzerland ), France
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Lait ( France ) and HL Foods ( UK ) account for 60% to 65% of the market. ( " 
Panaroma Of EC Industry", Commission Of European Community, 1993)
A great number of cooperatives operate in the dairy industry, especially in Ireland, 
Denmark, Belgium, the Netherlands and Germany. In Italy and Spain there is 
significant municipal and state involvement in the industry. ( "Panaroma Of EC 
Industry Commission Of European Community, 1993 )
2 ) Strategies :
The restrictions imposed by EC agricultural policies and the saturation of the 
traditional product markets have forced firms to produce higher value added 
products. Technological innovations both in production process and in packaging 
have favored product differentiation and market segmentation, primarily by the 
leading firms. These large firms are also diversifying their product lines to increase 
their market shares in the area of low fat and mixed fat products ( like " spreads " 
). Although cooperative firms are adopting industrial management decision - making 
processes, they face difficulties in a market - oriented diversification policy due to 
their strong relationship with associated farmers. ( "Panaroma Of EC Industry ". 
Commission Of European Community, 1993)
Remarkable investments both in promotion and in advertising have allowed the 
success of producer brands, although in some countries distributor' s labels are 
also present. ( "  Panaroma Of EC Industry Commission Of European Community, 
1993)
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Recent structural changes in the industry are due to M&A activity involving both 
private firms and cooperatives. Companies are acquiring local firms to facilitate 
the penetration of foreign markets and to strengthen their positions in their own 
countries. ( " Panaroma Of EC Industry Commission Of European Community, 
1993)
D ) REGIONAL DISTRIBUTION
The milk delivered to French, German, British, Dutch and Italian dairies account for 
80% of the total milk intake. The production of fresh milk products is mainly due 
to Germany, Spain, UK, France and the Netherlands, although cheese production is 
significant also in Italy, UK and in Denmark. ( ' 'Panaroma Of EC Industry 
Commission Of European Community, 1993)
E ) REGULATIONS
The primary regulations for the dairy industry concern the following ;
a ) Market support involving the purchase of butter, of some kind of cheese and 
of skimmed milk powder and the adaptation of the " Community Preference " 
principle through import levies and export refunds ( "Research On The Cost Of 
Non - Europe : Basic Findings. Volume : 12. Parts A&B Group MAC, 1988 );
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b ) The disposal of product stocks through special sales on domestic and foreign 
markets ( "  Research On The Cost Of Non - Europe : Basic Findings ", Volume : 12, 
Parts A&B, Group MAC, 1988 );
c ) Measures for harmonization of hygiene and quality standards of milk and milk 
by - products meant for intra - EC trade ("  Research On The Cost Of Non - Europe : 
Basic Findings", Volume : 12, Parts A&B, Group MAC, 1988 );
d ) The establishment of milk quotas and co - responsibility levies ( "Research On 
The Cost Of Non - Europe : Basic Findings ", Volume : 12, Parts A&B, Group MAC, 
1988 ).
F ) OUTLOOK
The development of the EC dairy industry is strictly related to the EC agricultural 
policies and to the many agreements which influence extra - EC trade.
The most important consequences of the establishment of the Single European 
Market are the following :
a ) Legislative problems related to the protection of Designation of Controlled 
Origin products;
b ) Problems related to hygienic and qualitative standardization of products;
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c ) A further increase in concentration and internationalization of the industry.
Among the risks the dairy industry faces is a change in consumer demand 
towards lower - fat products. These include mixed - fat products, which contain both 
vegetable and grain oils and dairy products and dairy products which will be 
affected by Regulations which will reduce bans on mixed - fat products in certain 
countries. World demand for certain dairy products is also decreasing as more 
countries move to produce these products domestically. EC countries towards 
smaller, more specialized firms will be at particular risk from increased competition 
at the establishment of the Single European Market.
The current leading firms, however, are able to take advantage of the opportunities 
assdciated with the establishment of the Single lyiarket, especially in the 
international sector. Increased concentration will bring gains from the ability to 
invest in new technological processes and product innovation. Also, although some 
foreign markets are saturated, there are other niche markets which can be 
developed.
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CHAPTER VI
RED MEAT INDUSTRY
VI . I RED MEAT INDUSTRY IN TURKEY 
Overview Of The Sector In Turkey:
Meat industry in Turkey was founded by the operation of the first " Meat And 
Fish Establishment " ( EBK ) in Erzurum in 1953, and the number of EBK 
establishments has reached twenty - seven during the following years. Apart from 
EBK's, private establishments started functioning after the formalization of the 
legislation, relating to meat and fish establishments. With the start up of the 
private establishments, production of meat products under more healthier and 
hygienic conditions has been realized. ("  Kirmizi Et Sanavii". DPT, 1991 )
The Turkish meat establishments can be classified as follows :
a ) Single - owner Establishments;
b ) Multi - owner Establishments:
c ) Family - businesses;
d ) Rural Establishments.
( "  Kirmizi Et S a n a v i iDPT, 1991 )
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The presence of different type of establishments show that; there exists 
organization structure deficiencies; lack of data relating to production, marketing 
and consumption of meat products; and limited number of policies applicable to 
this industry.
Meat production in Turkey, is dependent on the breeding animals whose milk is 
also utilized by the dairy industry. Therefore, in order to achieve the desired 
quality of meat production, breeding and meat production industries should be 
taken as a whole and should be turned into sectors worth investing in.
The way to increase the meat production goes through utilizing the present 
potential better and also trying to increase this potential, that is the number of 
healthy and quality breeding animals. While the average animal weight is 60 - 
100kg in Turkey, this figure could be mounted to 160- 180 or even to 200kg with 
better breeding. ( "  Kirmizi Et Sanavii". DPT, 1991 )
A ) MAIN INDICATORS 
1) Production Technics And Technology:
Meat production, in Turkey is, performed in two types of establishments in 
technical terms; combines and slaughterhouses. Slaughterhouses are the locations 
where the animals are slaughtered and cut into pieces only, under unhygienic 
conditions most of the time. In combines, on the other hand, the animals are 
slaughtered by using modern technology under hygienic conditions and the
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uneatable parts of the animals like the blood and the bones, are utilized as by 
products. ( "  Kirmizi Et Sanavii". DPT, 1991 )
The· state establishments ( EBK's ), which are all combines, are tried to be 
improved to catch up with the new technology.
Among the private companies, there exists both modern combines and mere 
slaughterhouses. ( "  Kirmizi Et S a n a v iiDPT, 1991 )
The establishments in EC countries are all modern technology plants ( " Gida 
Sanayi Çalışma Grubu Raporu". 1992 V and: since the concept of "butcher" and 
the sales of unpacked meat do not exist in these countries; the presence of 
slaughterhouses are automatically eliminated.
2 ) Domestic Demand, Production And Consumption :
According to the 1991 data, a total of 1,284,668 tons / year of meat, resulting from 
both controlled and uncontrolled slaughters, is produced in Turkey ( ''Gida_Smayi 
Çalisma Grubu Raporu 1992 ) .  A part of this production, is performed according 
to the legislation, like the productions of the state owned establishments and large 
private plants ( PINAR ET, MARET). The rest is performed in unregistered and thus 
illegal slaughterhouses. ( "  Gida Sanavi Çalisma Grubu Raporu", 1992 )
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Of the total meat production, controlled production amounts to 513,867 tons / year. 
This figure is 40% of the total production. ( "Gida Sanavi Qalisma Grubu Raporu 
", 1992)
Based upon the above figure, the per capita consumption of red meat in Turkey 
is 19.5kg.( " Kirmizi Et Sanayii ", DPT, 1991 ) Meat production and domestic 
consumption of meat depend on prices and purchasing power. Domestic demand 
also varies with the income distribution and prices, therefore, it is not unusual to 
observe huge fluctuations in demand. Rapidly increasing inflation has always caused 
noticeable decrease in meat consumption. In the context of the IV. Development 
Plan, it is aimed to increase the demand for meat and meat products 5.7% every 
year. ( " IV. Development Plan " )
3 ) Foreign Trade :
a ) Exports;
The improvements in foreign trade, in this sector, was initialized after 1980. When 
the data relating to the red meat and live animal exports, until today, are 
analyzed; it is noticed that there were remarkable increases in exports between 
the ’years 1980 - 84. ("  Kirmizi Et Sanavii". DPT, 1991 ) .
However, after 1980 there has been enormous declines in red meat exports. In 
1990, for instance, 7425 tons of red meat was exported. ( ''Kirmizi Et Sanavii", 
DPT, 1991 )
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The great decline in red meat exports after 1984 and a further decline of the 
exports in 1991 due to cattle olaquef " Kirmizi Et S a n a v i iDPT, 1991 ), have 
stimulated the efforts to seek ways to increase the exports. In this context:
1 ) The exports should be directed towards meat exports, rather than live animal 
exports, which will provide a value added and increase the capacity utilization of 
the plants.
2 ) The problems of the breeding sector should be dealt with and solved; since 
this is the sector that provides the raw material to the meat industry.
b ) Imports;
Turkey has been importing red meat since 1984. Almost all of the imported meat 
is cattle meat. Of the meat imports of Turkey, the amount origined from the EC 
countries was 97.7% and 53%, in 1985 and 1986 respectively. This figure 
remained between 50 - 60% during the following years. The sudden decrease from 
98% to 53% in 1986 was due to the tremendous increase in the funds taken 
for imports, that was initiated in 1986. ( "  Kirmizi Et Sanavii''. DPT, 1991 )
4 ) The Development Potential Of The Sector:
When the present capacity, capacity utilization, domestic demand, production, 
consumption and export - import figures are taken into consideration; it can be 
easily noticed that the Turkish red meat sector owns serious problems.An 
increase in the number of the breeding is required to meat the expected
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domestic demand in the future; since the figures of available cattles and sheep 
for slaughter, have always been very minor when compared with the capacities of 
the plants.
Secondly, for an adequate and balanced diet, 1/2 of the protein requirement of the 
human body should be obtained from animal origined foods. Since still the red 
meat consumption per capita is 19kg/year and animal protein intake is 13-15gr 
/ day ( " Elements Of Food Technology ", Norman W. Desrosier, 1977 ); the meat 
should be increased three folds to feed the Turkish population which will probably 
reach 75 million ( Estimate of State Statatstics Institute ) in the year 2000. This 
means animal - related production, which is 32% ( "Kirmizi Et Sanavii'', DPT, 1991 ) 
of the total agricultural production currently, should be increased.
5 ) Probability Of Merger And Acquisition Activities In Turkey After The 
Establishment Of The Customs Union:
Red meat industry is one of the sectors where external growth policies are 
relatively frequent. Most of the activity has been by some large multinationals and 
in the form of take -overs. The recent acquisitions and mergers in this sector are 
mentioned below, in the section where the red meat industry in the EC is 
examined, however, it may be useful to give the names of the top European 
firms operating in the industry :
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In fresh  b e e f a nd  ve a l m ea t s e c to r :
- Socopo ( France ),
Inaica - Gruppo Cremonini ( Italy ),
- Sucden ( France ).
In lamb and mutton sector.
-N Z MPB HL Foods (U K),
- Socopa ( France ).
( "  Panaroma Of EC Industry". Commission Of European Community, 1993 )
B ) PROBLEMS 
1) Resource Problems :
- Majority of national breeds ( thus the minority of the foreign breeds ) among the 
total number of animals, which is the cause of low remedy and low quality of the 
meat products,
- Low quality of the animal feeds,
- Frequency of animal epidemics.
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- Breeding and transportation of animals under primitive and unhygienic conditions.
2 ) Problems Related With The Technological Situations Of The 
Establishments:
- Low capacity utilization in modern establishments,
- Unhygienic meat processing in abattoirs. ^
3 ) Labor And Staff Problems :
- Inadequacy of technical staff,
- Lack of care about hygien by the employers,
- Lack of the required technical and managerial education among staff.
3 ) Financial Problems :
- Necessity of high working capital since a large portion ( 85% ) of it is 
continuously used for the purchase of the major raw material ( meat),
- Very low profit margins of the industry.
4 Abattoirs are small slaughterhouses, which are named as " mandiras " in Turkey
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- Established cash flow circulation of the industry, which means the necessity to 
make immediate payments while purchasing the raw material but the inability to 
collect in a short time after the sales.
4 ) Legislation And Audit Problems :
- Inefficiency of the legislation to permit only the establishment and operation of 
the hygienic slaughterhouses,
- Inadequecy and inefficiency of the audit performed by the government officials.
5 ) Export Problems :
- Disequiibrium between the incentives received by the EC meat products exporters 
and their Turkish counterparts, which is to the advantage of the EC exporters.
- Huge increases in the incentives given to the EC meat exporters, during the 
instances, when the amount of milk produced decreases.
Vi . II RED MEAT INDUSTRY IN THE EC
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A ) INDUSTRY PROFILE 
1) Description Of The Sector:
The unification of Germany led to a sudden rise in the production of meat in 
the EC in the first few years of the 1990s due to a large scale slaughtering 
program. ( " Panaroma Of EC Industry", Commission Of The European Community, 
1993)
As a result of the application of the milk quotas, there has been an increase in 
the slaughtering of milk cows in addition to the shift in cattle breeding from milk 
to meat cows. Both of these events have contributed to the significant increase in 
the production of meat and veal.
The degree of diversification of companies operating in this industry is generally 
rather low, especially for the numerous medium to small businesses, which tend to 
specialize. A few large meat processing groups have .diversified into other food 
sectors, such as dairy, to take advantage of economies of scope in marketing and 
distribution. ( " Panaroma Of EC Industry ", Commission Of The European 
Community, 1993)
2 ) Recent Trends :
In the second half of the decade, average yearly growth rates for all the key 
indicators were lower than over the period 1982 to 1985. Increases in production 
of meat are expected through to 1994, with less than proportionate increases in
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consumption, and an increase in exports is also expected due to opening of trade 
links with the former USSR and the countries of Eastern Europe. ( "Panaroma Of 
EC Industry". Commission Of The European Community, 1993)
3 ) Foreign Trade :
The improvement in the trade balance recorded in 1991 is the result of the 
recovery in exports ( which increased by 12.6% in nominal terms and 22.4% in 
real terms ), and the reduction in imports ( which decreased 7.1% in nominal terms 
and 2.1% in real terms ). Since 1986 there has been a continuous improvement 
in the terms of trade. Intra - EC trade accounts for approximately 20% of 
production. The trade flows in beef, veal and pork meat, especially following the 
entry of Greece, Spain and Portugal in the EC, are mainly from the strong 
producing countries of northern Europe towards the southern areas. Extra - EC 
exports compromise 5% of the production and are directed towards Japan, the 
former Soviet Union, EFTA countries and OPEC countries. The significant increase 
in the share of the meats exported to the former Soviet Union, compared to 
1986, is worth noting.( " Panaroma Of EC /ndusfrv". Commission Of The European 
Community, 1993)
About 80% of the EC imports are of EC origin; the main non - EC suppliers are 
Argentina, New Zealand, Brazil and some Eastern European countries. ( " The 
European Community As A World Trade Partner". European Economy, No 25,1985)
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B)MARKET FORCES 
1 ) Demand :
The proportion of meat and meat products in total consumption is around 73% to 
75% in amount and 65% to 70% in value. The main suppliers and consumers of 
processed meat are Germany, France and Italy. ( "Panaroma Of EC Industry ", 
Commission Of The European Community, 1993)
In the shopping basket there has been a shift from beef and veal meat to the 
so-called "white", lean meat. This shift,'which has been triggered in part by price 
considerations, is also a response to the new orientation in consumption recorded 
in the industrialized countries. Consumers are paying greater attention to dietary 
factors and, especially in the countries of northern Europe. ( "Panaroma Of EC 
Industry ", Commission Of The European Community, 1993)
In addition, there is an increasing preference for specially packaged products, such 
as individually portioned meats, the convenience of these packaged meats and 
meat products is resulting in a shift of consumer demand away from frozen meat 
and meat products, which were previously seen as the most convenient 
preparations. ( " Panaroma Of EC Industry ", Commission Of The European 
Community, 1993 )
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The degree of concentration in the industry varies from country to country. 
Production of fresh meat is highly fragmented in Italy, Greece and Portugal, while 
there is a fair degree of concentration in Germany, the Netherlands, Denmark and 
France. ( "  Panaroma Of EC Industry", Commission Of The European Community, 
1993 )
The· processed meat sector market concentrations tend to mirror those of fresh 
meat, with the notable exception of Spain, which has a concentrated fresh meat 
market but a fragmented processed meat market. ( "Panaroma Of EC Industry", 
Commission Of The European Community, 1993)
A drastic change in the competitive scenario, from the concentration standpoint, 
should come about with the enforcement of EC directives regarding quality and 
hygiene standards. The high financial costs necessary for the modernization of 
plant and equipment will lead to the closure of many small - sized abattoirs. The 
impact of the enforcement of this measure will differ from country to country: in 
Denmark, Germany, Holland, France and Belgium more than half of the plants and 
equipment already comply with EC standards, while in the remaining countries 
only 10% are up to standard. ( "Panaroma Of EC /ndusfrv". Commission Of The 
European Community, 1993)
The European producers will also have to face an increase in the market power 
of wide - scale distributors, which is expressed by the progressive reinforcement of 
distributors ' brands. The relative power of the consumers is greater in the
2 ) Supply And Competition :
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countries where the supply is not concentrated.( ' 'Panaroma Of EC Industry ", 
Commission Of The European Community, 1993)
3 ) Production Process :
Productivity in the meat industry in general has increased continuously. Although 
the nature of the product does not allow for the introduction of technological 
innovations on such a level as to generate significant economies of scale, the last 
few years have witnessed an increase in investments aimed at increased 
efficiency in the production process, with the introduction of automation in those 
phases requiring less manual skill. ( " Principles of Food Science ". Owen R. 
Pennema, 1975)
C ) INDUSTRY STRUCTURE 
1 ) Companies :
In 1990 the number of abattoirs were estimated at 6,631. About 40% of these 
were located in Italy, although they accounted for only 10% of all carcasses. The 
highest concentration can be found in Germany where 5% of the EC abattoirs 
account for 22% of all carcasses. ( "Panaroma Of EC Industry ", Commission Of 
The European Community, 1993 )
In the fresh beef and veal meat sector, the top three firms, Socopa ( France ), 
İnalca - Gruppo Cremonini ( Italy ) and Sucden ( France ), together have 4 - 6%
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share of the EC market. In the lamb and mutton sector, NZP LB HL Foods ( UK ) 
and Scopa ( France ) account for 15 - 16% of the market. In processed meats, 
Nestlé ( Switzerland ), Unilever ( Anglo - Dutch ) and BP Nutrition ( UK ) cover 9 - 
11% of the market. ( "  Panaroma Of EC Industn/”. Commission Of The European 
Community, 1993 )
Cooperatives have hold significant shares of the supply in the main producing 
countries. In order to cope with the challenges posed by market globalization, 
these companies have increasingly taken on an entrepreneurial structure, in some 
cases setting up joint ventures with private companies. ( " Panaroma Of EC 
Industry ". Commission Of The European Community, 1993 )
Public slaughterhouses are also widespread, especially in Italy, Germany and 
France. However, the meat slaughtered in private plants is on the rise throughout 
Europe. ( " Panaroma Of EC Industry ", Commission Of The European Community, 
1993)
2 ) Strategies :
The smaller companies in the industry use a product - oriented approach to 
strategy, by acting on the price as a competitive variable, or by concentrating on 
niche policies.
Among the strategies of large companies in the industry, there is a widespread 
tendency to adopt market - oriented policies, by allocating resources to product 
innovation and advertising expenditure whose purpose is to establish industrial
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labels. Although there are few producer labels on the market for beef and veal, 
the advertising campaigns are first and foremost aimed at gaining trust and 
consumer fidelity.
For all kinds of meat the strategies of the large companies are also focused on 
the qualitative improvement of the product; vertical integration upwards, fits in with 
this approach. Integration policies are also adopted downstream in the scope of 
catering and fast food restaurants. Large companies also engage in mergers and 
acquisitions to expand company growth in the country of origin, and to facilitate 
entry into foreign markets where the acquisition of a local company is the most 
efficient way to overcome the obstacles arising from the diverse consumer 
traditions and from differing distribution systems. External growth policies are thus 
relatively frequent. The most significant transactions have taken place in the meat 
- processing sector, in which some large multinationals have entered by way of 
take - overs. For example, in Italy Kraft - General-Foods has taken over Fini, 
Inverzzini and Negroni; Nestlé has taken over Vismara, Locatelli and Kings, BSN ( 
France ) has taken over Galbani. In addition, Nestlé has taken over Herta, a 
leading German company in the sector.
("  Panaroma Of EC Industry". Commission Of The European Community, 1993 )
Recent acquisitions among slaughterhouses include Guyomarch ( France ) by 
Paribas ( France ); Meadow Irish Meats ( Ireland ) by Kerry group ( Ireland ); Tehar 
Meats ( Ireland ) by Kepak ( Ireland ); Studleigh Royd ( UK ) by Perkins Food PLC ( 
UK ); NVC ( Netherlands ) by Coveco BV ( Netherlands ); OMSA ( Spain ) by 
Inversiones Ibersuizas SA ( Switzerland ). ( " Panaroma Of EC Industry ", 
Commission Of The European Community, 1993)
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Through consortiums and various state bodies, each Member State is committed 
to obtaining EC recognition for the protection of its own typical produce.
( "  Agriculture And The GATT; Rewriting The RuiRSi", Dale Hathaway, 1987 )
D ) REGIONAL DISTRIBUTION
The geographical location of slaughtering activity is dependent on the location of 
breeding activity. About 85% of beef and veal meat is produced in Germany, 
France, Italy, the UK, the Netherlands and Spain. The UK, Spain, France, Greece 
and Italy produce 86% of the total amount of sheep and goat meat.
("  Panaroma Of EC Industry". Commission Of The European Community, 1993 )
E ) REGULATIONS
The ‘ norms for intervention give the producers of . each Member State the 
possibility of selling their product to EC intervention agencies, to reduce the 
supply on the market when the average when the EC price falls below 84% of 
the intervention price ( set at the start of the marketing year) and when, at the 
same time, the average market price within the Member State falls below 80% of 
the intervention price. In 1991, after a rapid fall in prices and a corresponding 
increase in the EC stocks, the latter threshold was lowered to 72%. Subsidies can 
also be provided for private storage. ( "Agriculture And The GATT: Rewriting The 
Rules", Dale Hathaway, 1987 )
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The GATT agreement provides for the partial modification of import levies and 
export refunds, with six schemes for the importation of meat from non - EC 
countries, embodied by four regulations. ( "Agriculture And The GATT: Rewriting 
The Rules ", Dale Hathaway, 1987 )
There is also a system of premiums made to breeders, aimed at directing 
production in a particular field. ( "Agriculture And The GATT: Rewriting The Rules 
", Dale Hathaway, 1987 )
At the end of 1991, under pressure from the high production increases and from 
the growing resort to intervention, a reform of EC policy in the beef and veal 
sector was introduced. That reform comprised the following main points :
a ) Beginning from 1/ 7 / 93 ,  the intervention price is lowered by 15%;
b ) Premiums to breeders of male bovines and sucler cows will be 
increased;
c ) In order to encourage the breeding of higher quality stock; a coefficient 
of animal density per farm will be introduced;
d )  A 100 ECU will be introduced for each calf disposed of within ten days 
of birth;
( "  Panaroma Of EC In d u s tr y Commission Of The European Community, 1993 )
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Over the next three years a strong increase in industrial concentration is 
expected, due to both the enforcement of related directives and the intensification 
of international competition within the EC itself. Both of these factors will lead to 
many minor companies leaving the market.
It is difficult to evaluate medium - term developments of the main indicators, 
because this is a regulated market, subject to many changeable international 
agreements; much depends on the evolution of such records and on EC 
legislation. Overall internal consumption will continue to increase rather slowly. The 
European consumer will tend to turn increasingly towards products with high 
quality and high added value.
The limits imposed by the EC budget and by outside pressure for a reduction in 
support to producers might lead to legislative whose effect could be the 
stabilization of the production of beef and veal meats and the increase of exports 
to third - party countries in order to reduce stock - piles. Exports would benefit 
from the opportunities offered by the opening of the markets in the former Soviet 
Union and Eastern Europe.
The latter amounts to a source of opportunities as well as risks. The obsolete 
and inefficient production structure of theses countries turn them into potential 
markets for processed products. Furthermore, there is a chance to reach 
agreements and joint ventures with local businesses to finance the modernization 
of the local productive set - up. Nevertheless, there is a health related risk linked
F ) OUTLOOK
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to the increase in cattle imports coming from these countries with which the EC 
has already had to deal.
Other sector risks include the difficulty for the beef and veal industry in reversing 
the new consumer demand for " white " meats, although this is an opportunity for 
the producers of these products. Consumers will also become more powerful in 
the market as distribution improves; producers will have to watch consumer 
demand shifts more closely. Also, many small firms are expected to go out of 
business as competition increases.
On the other hand, there is a large market now opening in Eastern Europe and 
much potential for the innovative products in the Western European market exists 
as well. There has been little movement in this direction, and untapped consumer 
demand exists. Quality brands are beginning to appear as well, which will give 
producers the chance of qualitative differentiation of products.
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CHAPTER VII
NON-TARIFF BARRIERS IN THE FOODSTUFFS INDUSTRY OF THE
EUROPEAN COMMUNITY
Traditional frontier barriers to trade such as customs duties, quotas and, to a 
lesser extent, discriminatory taxes, among EC members disappeared twenty years 
ago. However, new obstacles that hamper the free movement of goods have been 
raised in their place.
Frequently, European or foreign businesses with facilities in a Member State, 
wishing to export their products to other Member States are imputed by differing 
regulations pertaining to product composition, designations or packaging, as well as 
additional testing requirements.
All the more, therefore, foreign businesses based outside the Community, 
manufacturing in compliance with their national regulations must contend with the 
regulations of each Member State to which they wish to export their products.
In addition to these technical regulations, which must be complied with, companies 
may also find it difficult to market their products if they do not meet the voluntary 
standards of the importing country, which can also prove to be formidable 
obstacles in marketing foreign products.
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Member States have the rights to refuse the products, that do not meet the 
standards, as long as, the standards . are prepared by standard bodies. ( " 
Protectionism Inside The European Community". Journal Of World Trade Law, Vol 
18, No 4, 1984 )
In the second place. Member States can object to the sale of a product on their 
territory, on guards, for example, of public morality, public policy, public security or 
the protection of health, as well as, on grounds of consumer protection and 
prevention of unfair commercial practices. ( " Protectionism Inside The European 
Community". Journal Of World Trade Law, Vol 18, No 4, 1984 )
2 ) Measures Taken By Community Authorities To Deal With Non - Tariff 
Barriers:
The European institutions have several ways of dealing with these barriers. Firstly, 
there are coercive methods. The European Commission, on its own initiative or on 
application by individuals, may prosecute Member States on infringing Community 
Law. Thus, in 1986, over 1000 cases were instituted by the Commission on 
matters of this nature and, in the same year, over 400 complaints were registered. 
In addition, the Court of Justice, at the request of national courts or the 
Commission, may sanction the Member States. ( "Research On The Cost Of Non - 
Europe ; Basic Findings", Volume : 12, Parts A&B, Group MAC, 1988 )
1 ) Treaty Provisions :
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The Court has confirmed on several occasions that, in the absence of common 
regulations, the Member States can determine the level of protection they wish to 
provide in order to safeguard health, public policy and the like. ( "Research On 
The Cost Of Non - Europe : Basic Findings ", Volume : 12, Parts A&B, Group MAC, 
1988)
However, such regulations must be necessary and non - discriminatory and it must 
be impossible to achieve the same level of protection by a less restrictive 
measure. ( "  Research On The Cost Of Non - Europe : Basic Findings ", Volume : 12, 
Parts A&B, Group MAC, 1988 )
The most radical means of dealing with barriers appears to be harmonization on 
a European scale. However, this method has proved to be very difficult in practice. 
The Commission has realized its limitations and the need for a new approach. ( "  
Research On The Cost Of Non - Europe : Basic Findings ", Volume : 12, Parts A&B, 
Group MAC, 1988 )
As far back as 1974, the Court of Justice has declared that any goods lawfully
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produced or marketed in a Member State should be allowed to be sold in the 
other Member States. ( " Research On The Cost Of Non - Europe : Basic Findings". 
Volume ; 12, Parts A&B, Group MAC, 1988 )
A Member state may not in principle, therefore, prohibit the sale in its territory of 
goods lawfully produced or marketed in another Member State, even though the 
goods may be produced according to the technical or quality requirements 
different from of those applied to its own products. ( "Research On The Cost Of 
Non - Europe : Basic Findings", Volume : 12, Parts A&B, Group MAC, 1988 )
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Although it is true that a Member state can not in theory refuse entry to its 
territory of goods lawfully manufactured in another Member State, that does not 
imply that it can refuse import of goods that are not manufactured in accordance 
with the regulations of the state of origin. This means, goods that are not 
manufactured in accordance with the rules of the country of origin but in 
accordance with those of the country of destination are also entitled to free 
movement throughout the Community. ( "Research On The Cost Of Non - Europe: 
Basic Findings". Volume : 12, Parts A&B, Group MAC, 1988 )
Application of this principle has certain implications for foreign manufacturers. For 
example, importers of foreign goods can determine their foreign strategy by 
adapting to the legislation of the Member State that appears to have the most 
liberal requirements. Once the goods have thereby been admitted into the free 
circulation into the Community, they can move freely throughout the other Member 
States. This advantage is further enhanced if there is a system of mutual 
recognition of tests and certificates between a Member State and a third country.
The absolute size and diversity of the foodstuffs industry make it especially 
complex to analyze thoroughly. Therefore, a study of the non-tariff barriers in the 
foodstuffs industry should be designed to analyze the high-impact trade barriers in 
selected sectors in a detailed manner. ( "  Research On The Cost Of Non - Europe: 
Basic Findings", Volume ; 12, Parts A&B, Group MAC, 1988 )
3 ) Necessary Definitions :
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A barrier is defined as generic impediment to trade, or a regulatory discrepancy, 
within the EEC. Purity laws or specific ingredient restrictions are both examples of 
barriers.
A specific barrier is a combination of a barrier with two other dimensions ; 
product sector and country. An example of a specific barrier would be the " 
Reinheitsgebot" or the beer purity law in Germany; a second example would be 
the restriction against using aspartame in soft drinks in France.
4 ) Product Sectors And Pilot Barriers:
Ten product sectors are selected based on the importance to EEC trade, the 
absolute size and the likelihood of containing important trade barriers. These ten 
sectors account for about 40% of total food expenditures in the five largest EEC 
countries and 18% of total EEC household food expenditures. ( "Research On 
The Cost Of Non - Europe : Basic Findings ", Volume : 12, Parts A&B, Group MAC, 
1988 )
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The ten product sectors selected include :
FOOD SECTOR SELECTED PRODUCT SECTOR
Breads and cereals Biscuits and cake
Confectionery Chocolate and confectionery 
Ice cream
Beverages Beer
Mineral water 
Soft drinks 
Spirits
Other grocery products Pasta
Soup
Baby food
20 pilot barriers are selected from among the over 200. In selecting the 20 pilot 
barriers, high-impact barriers are favored, and care is also taken to ensure 
adequate coverage of the largest five EEC countries, the ten product sectors and 
the different types of barriers.
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The pilot barriers a re :
1. Beer purity law in Germany
2. Pasta purity law in Italy
3. Aspartame restriction in soft drinks industry in France
4. Vegetable fat restriction for chocolate in France
5. Vegetable fat restriction for ice cream in Germany
6. Juice content limit in soft drink industry in Italy
7. Recycling law for beverages in Denmark
8. Wort excise tax in beer industry in UK
9. Health registration requirement for baby food in Spain
10. Bulk transport regulation for mineral (spring) water in France
11. Saccharimetric content law for beer in Italy
12. Chlorine restriction for biscuits and cake
13. Carotene restriction for biscuits and cake in UK
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14. "German water bottles "for mineral water in Germany
15. Tax differences for Dum Rum in France
16. Label detail for soup in Italy
17. Plastic containers for mineral water in Italy
18. Wort tax method for beer in Belgium
19. Import certificates for spirits in Italy
20. Double inspection for spirit imports in Spain.
The barriers identified are diverse, therefore it is useful to classify them into five 
categories :
1. Specific ingredients restrictions
2. Content / denomination regulations
3. Packaging / labeling laws
4. Fiscal discrimination
5. Specific importing restrictions
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These barriers prohibit the consumption of a product containing specific 
ingredients, such as additives, pesticide residues, or vitamins. An example of this 
type of barrier, which is generally erected by a country under the auspices of 
protection of consumer health, is the restriction of aspartame in French soft drink 
industry.
Example : Aspartame
Aspartame is a non-nutritive sweetener used for the " diet " segment of the soft 
drink industries in North America and in most EEC countries. Aspartame can not 
be used, however, in soft drinks in France or Spain. One result of the restriction 
is that in France a mass diet segment does not exist. If the barrier was removed, 
it is estimated that such a segment would emerge, capturing 10% -15% of the soft 
drink market. ( " Research On The Cost Of Non - Europe : Basic Findings ", Volume : 
12, Parts A&B, Group MAC, 1988 )
b ) Content /  Denomination Régulations :
These barriers prevent a producer from using a generic name unless its product 
conforms to certain content requirements. The most well-known content law is 
Reinheitsgebot, or beer purity law in, Germany.
Example : Beer Purity Law In Germany
a ) S pec ific  In g red ien t R estric tions  :
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The Reinheitsgebot, in effect for four and a half centuries, stipulated that beer 
containing substances other than hops, malted barley, yeast and water could not 
be sold in Germany under the name " beer Partially, as result of this law, the 
German beer market is highly fragmented - over 1200 breweries exist - and 
imports make up only about 1% of consumption. However, the European Court of 
Justice ruled that imported beer containing other substances can use the beer 
product name. ( " Research On The Cost Of Non - Europe : Basic Findings ", 
Volume ; 12, Parts A&B, Group MAC, 1988 )
c ) Packaging And Labeling Laws :
These laws make up the third category of barriers. They affect all aspects of 
packaging, including the shape, materials, size, recycling and disposal, as well as 
labeling requirements.
Example : Labeling Laws
Despite the Community Labeling Directive ( 79 /112 /  EEC ). several EEC countries 
operate with different label requirements, which implies that a foreign producer is 
effectively prohibited from using a uniform label for its EEC sales. In Spain for 
instance, labels must contain the following information :
- Definition of the product
- List of ingredients
- Net weight
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- Number of units
- Consumption date ( "  best-before " date )
- Conservation instructions
- Manufacturer' s lot number
- Importer' s name
- Country of origin
- Health registration number
Certain of these requirements ( notably the health registration number) differ from 
the Community Labeling Directive and thus form a subtle but effective barrier to 
trade. ( " Research On The Cost Of Non - Europe : Basic Findings ", Volume : 12, 
Parts A&B, Group MAC, 1988 )
d ) Fiscal Discrimination:
This is the fourth type of barrier examined. The fiscal laws considered are those 
that might disadvantage an importer vis-a-vis a local producer. An example of a 
fiscal law that could discriminate against importers is the wort taxation method for 
beer.
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Five EEC countries levy excise taxes on beer prior to fermentation, less a set 
wastage allowance. Excise taxes for imports into these countries is levied on the 
final product. If a domestic producer can routinely beat the pre-set wastage factor, 
it may derive a cost advantage compared to an importer. ( "Research On The 
Cost Of Non - Europe : Basic Findings ", Volume ; 12, Parts A&B, Group MAC, 1988 )
e ) Specific Importing Restrictions :
This final barrier type captures many of the diverse and subtle types of 
discrimination that a producer / exporter must undergo before the cross-border 
commercialization of goods. In the words of one barrister, these are all the barriers 
that " make life difficult for the producer / exporter " .  Included in this category are 
import license, health registration requirements, border inspections, and product 
testing.
These five type of barriers are found in each of the ten product sectors 
mentioned above and in each major EEC country. ( "Research On The Cost Of 
Non - Europe : Basic Findings ", Volume : 12, Parts A&B, Group MAC, 1988 )
Of concern to the food producers and exporters is the fact that the number of 
barriers does not appear to be decreasing; on the contrary, new barriers appear 
each year as A. Mattera reports, " modern restrictions on free trade are the new 
types of frontier barriers whose poliferation is one of the most disturbing features 
of the last few years ".
Example : Wort Tax Method For Beer
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Several of the 20 pilot barriers have emerged and evolved over the past few 
years. The health registration requirement for food products in Spain was 
implemented at about the same time Spain entered the Common Market. As one 
EEC producer / exporter put it, " our products were readily accepted by the 
Spanish government until the time Spain joined the EC. Now we have to go 
through the registration procedure."
Other barriers are becoming more widespread overtime. For instance, 150 
municipalities in Italy now ban the use of plastic bottles for soft drinks and 
mineral water. This ban limits the ability of some foreign producers to export to 
these communities because transportation costs for glass bottles make it 
uneconomic. Moreover, despite the EEC Directive on liquids, which encourages· 
competition between glass and plastic containers, this ban may be extended 
throughout all of Italy and Germany reportedly is considering a similar law.
( " Research On The Cost Of Non - Europe : Basic Findings ", Volume : 12, Parts 
A&B, Group MAC, 1988 )
Legal attempts to remove barriers have had some striking successes - such as 
Cassis de Dijon, and Reinheitsgebot - but in many cases, maneuvers by the 
enforcing states can drag out the process for years. The history of the recycling 
laws in Denmark provides a telling example. ( "Research On The Cost Of Non - 
Europe : Basic Findings", Volume : 12, Parts A&B, Group MAC, 1988 )
Example : Recycling Laws In Denmark
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In 1977, the Danish government enacted decree 136, which banned the imports of 
soft drinks in non-refillable containers. Three years later, the European Commission 
ruled against decree 136 - reasoning that it violated article 30 of the Treaty of 
Rome - and the Danish government promptly replaced it with decree 397, which 
banned the sale of soft drinks and beer in non-refillable bottles, imported or 
domestic. While on the surface it would appear this does not discriminate against 
importers, the transportation costs of two-way bottles make them impractical over 
about 200km - a distance easily surpassed when exporting to Denmark. ( " 
Research On The Cost Of Non - Europe : Basic Findings ", Volume : 12, Parts A&B, 
Group MAC, 1988 )
Beer imports into Denmark had been dropping since the mid-1970s. In 1981, after 
article 397 was enacted, what low level of beer imports that remained further 
reduced by a factor of ten. Denmark has the lowest level of beer imports of any 
other member of the EEC. ( " Research On The Cost Of Non - Europe : Basic 
Findings", Volume : 12, Parts A&B, Group MAC, 1988 )
In 1982, the European Commission opened a new case against decree 397, but 
before it could be referred to the European Court, the Danish government 
introduced decree 95, which modified decree 397 by permitting the sale of non- 
refillable containers, but only in limited volumes and only a return and mandatory 
deposit system on non-refillable was introduced. Decree 95 went into effect in 
April 1985. This last substitution of one decree for another has succeeded in 
keeping the case out of court for years. ( "Research On The Cost Of Non - 
Fiirnpe : Basic Findings". Volume : 12, Parts A&B, Group MAC, 1988 )
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FOOD DRINK AND TOBACCO
MAJOR MERCERS AND ACQUISiTIONS IN EC FOOD INDUSTRY
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IDω
.Qга
о
U
о
<ca
О
о
Z
<
Z
Ξо
о
оо
Г“
О)
о
ош
ш
Z
Ι­
α
э
о
о
а
о—)
S
>■са ІЛ ■Awí.J о та  о ‘Д>- «>Гі ГМг- іЛЛ ID -?r;, · о Ю  r z i in
^  ^ >*Я г- СП '· Гѵ‘. .1 ID CN ' ." (N /.«·, го
Р  о
S  (Л
ш
JQ03
о
U
U
<
CD
O
Ι­
Ο
Z
c i
Z
Ξ
Û
Q
O
O
о
Uи<tû
О
О
Z<
ЪіZ
Q
О
О
О
LL U
I
--I > ; . T rt
^
áJ t'
IÈ
_ '§ 'Я< о  'ä ω i гч ·■>SÍ й 1 ° ’
i Ό 2
: í
I I
:is
 ^ i . 
5 i i
M i: Ш
с  О)■к У^ о Σ, <л
о
U
и
<ca
о
н
_ω
ηcu
o
Q
O
O
u
Ш
w
Ш
H
<
o
o
Ш
o
<
ú i
Ш
>
<
i i  %Í
CN P . ! fOí>
*1
O  O" CL"v ‘  X
s 1
o o  ‘
• r r  .5 I I I  i:
υ 3
a  ' ' · ° |« a :s |£ |
COO)соCD
Г "
£о
ω
JO
шω
JQ
о4-»
•Dcs
JZΌ>
к .
+->
СD
ОО
•σ оcuw cu -Μ'S 2 cu 2 сл
5ÎÎ P 3
Ф (U  ^ O
I  3O O X СЛ
о
lu
ш
Xi
Γσ
О
ии
<
tû
О
Ι­
Ο
Z
ù ia
■»«
Q
O
O
U .
[ü
§
E
O
q:
Ü
§
г
г
-J
2
q:
Q
E
O
?
Q
ω
EO
λ­
ύ ­
ω
ηго
G)
О
Г”
О ■. 
и  U  
О ш
ω Ζ
О
*->■ 
D  Н
<  Э  
Z
Q “
О ш 
0 5
“ ■ >
О—Iа
Έш
0)
η
>
D¿ш
и
шLL
Zо
и
Q
Z
<
ш
н
<-J
о
и
о
X
U  ^Í51*1 fn ‘ѵ-·
3  'і'Лі-і to 2  г*.
о O
о  Í!,:. O
о_ - O
c n ! '
te f f X
ÿ  - і 'ч Ы
hr-^· ; '-t-j
V >¡
' *ÿ:<;
'Д.’
i~ fC :
f '  '
ί^·,ί J
о■и
і_ГО
го
Nо:
D
Осо
ш
Dü
Э
U.
О
Ш
ш
п
гз
>■
DÜ
Ш
иш
U .
Z
о
U
о
U
о
X
и
ош
о
U
Q
Z
«t
ш
I -
<
о
о
о
X
U
о
Z
<
ш 
н
<  сл
U.
о
о
Р
U
э
оо
а
<5
с
о
•σ
с
то 1_
О
JCн ш
3
г -  о
со
а:
э
Table 15
CHOCOLATE AND CONFECTrONERY
EXPO RTS OF CHOCOLATE A N D  CO NFECTIO NERY PRODUCTS OF TURKEY
Year Chocolate & Cocoa Products Confectionery
Amount (1  )______ Value ( 2 ) Amount Value
(1 ): Thousand tons 
( 2 ): Thousand US dollars 
Source: DPT
IM P O R TS  OF TH E CHOCOLATE A N D  CO NFECTIO NERY PRODUCTS OF TURKEY
Year Chocolate & Cocoa Products Confectionery
Amount (1 )_____ Value ( 2 ) Amount Value
{1 ): Thousand tons 
( 2 ): Thousand US dollars 
Source : DPT
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Table 20
PROCESSED FLOUR PRODUCTS
ANNUAL PRODUCTIONS IN TURKEY
Year Amount ( 1 )
(1 ): Thousand tons 
Source: DPT
Table 21
PROCESSED FLOUR PRODUCTS
EXPORTS OF PROCESSED FLOUR PRODUCTS OF TURKEY
{1 ): Thousand tons 
( 2 ): Thousand US dollars 
Source: DPT
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Table 23
PRODUCTION COSTS OF BUSCUIT SECTOR IN TURKEY
Operating costs
Other Expenses 
Marketing 
TOTAL 100
(Nωη
слшо
<
If)CN0)
>
tíí
Hсл
<a
U
Шa
сл
<
ош
шслшааш
а
слнслоU
Zо
нU
ооаа
%n
if í
10CN
Ш
JOro
О
COо
u
Ш
(Лоz
Ш
t í
I -
zо
Ha
S
t í  V i
СЛ
u
(Л
Ξ
о
u
a
<u
a
Шa
оо
aa ОCJСЛQ
О<о
Dо
tN
CO
1Л
Ι­
α
Э
Q
О
a
о
Ш
СЛ
СЛ
Ш
u
О
a
a
u
Ш
CO
Ш
u
иa.
Ш
o¿
z>
u
I-
<
to
О
H
<
u
<
О
ГЗ
D
О(Λ
со
(N
Xiго
U
Ш
СЛ
Ш
н
<
Cd
X
^  g
Q оо
г  <а  э
Z
Z
э  <g ^
¿  s
о  “ш о
(Л  UJ
¡U U
U  s
s iS
“■ с
шо
<t
D¿
Ш
>
<
|<*>|о>
104|σ>|σ>
1^
|смloo|σ>
#.·
loo|σ>
I ІОloo
ЧI Ы î
m Icd|
IЮ i ЮI
Щ
O' i  
d  i
in  Id I
Ж· Im 0  f 
и I^ i■ö f01
olo.| . x|LUİ
(->1Lili
, x|2 Lijf
ω
Eo
3oU)
сл
ь-
и
э
оо
í¡¿
а
а05[N
гон
О
О
Uш
Zш
г
>■оо г*
а
Ошслслш
U
О
а
а
а
гш
ш
>о
Z
Q¿
Э
К-
ш
<
D
О(Л
ою
ф
JQТОΙ-
ΙΟ
Н"
и
э
о
о
ос
Q.
Q
Ш
СО
СО
Ш
U
О
ОС
Û.
Uш
<о
н
(Оо
U
Ζ
э
4
^  I
оо  tei'“
т
Щсг^ Ы
ш
ш с  с  ω О)
го го шΌ тз га
Ш (D (Л >. >  О)о о »“
Ω. а  L.
Е Е £
ω 0)
п с  о о
оJQ
ХЗ *0О) 0)
JZСП3оJH
со
тзооО)
о
о
О)
съ3
и 3
X  ш  
ω . .
3о^  ^  со
го
ω
ηго
>·ш
э
н
ІЛ
h-
СО ш
^ і5  2
о  со
сс <
Û. s
>- “
“  s
<  2О ^
1L
0  о
1 §
^  і
= f Cû
S Ξ
Η
(Λ
Q
—I
<
ta
о
к·
Uш
(О ао
3о
Table 32
MILK AND DAIRY PRODUCTS
IM PO RTS OF M ILK AN D  D A IR Y PRODUCTS OF TURKEY
AMOUNT (1 ) VALUE (2 ) AMOUNT VALUE
MILK AND DAIRY PRODUCTS
MILK POWDER 10499 9726 6258 6018
EXPORTS OF M ILK AN D D A IR Y PRODUCTS OF TURKEY
PRODUCTS
MILK POWDER
(1 ) : Tons
( 2 ) :  thousand dollars 
Source: IKV
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Table 42
MILK AND DAIRY PRODUCTS
EMPLOYMENT BY COUNTRY IN EC, 1991 ( 1 )
(1 ): Estimates 
Source: Eurostat
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